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THIS MONTH’S COVER: LOUISVILLE 


Aided by the introduction of steam navigation on the Ohio and by the construction of a 
canal around a nearby falls, Louisville grew swiftly in the middle of the last century. 
In 1840 it counted 20,000 inhabitants; in 1870, 100,000. The cover view of Louisville 
busy with the excitement of rapid development is a reproduction of a drawing by ]. Noél, 
engraved by Charles Colin. ... This print from the Phelps Stokes collection appears 
through the courtesy of the New York Public Library. ... Louisville had its beginnings 
in 1773 1n an act of the Virginia legislature which deeded 2,000 acres on the Ohio to Dr. 
John Connolly. Five years later, after Indian troubles had subsided, George Rogers 
Clark landed near there on Corn Island with some raw recruits and a number of emigrant 
families. When the troops continued their journey down the Ohio, the settlers moved 
across to the mainland. The town was laid out in 1779 and named 1n honor of Louis XV, 
who was helping the colonies in their struggle for independence. Dr. Connolly was an 
active Loyalist; his estate was confiscated and a part of it granted to the embryo city.... 
On the edge of the Blue Grass country, Louisville has become the market for a farming 
region rich in livestock and red and white Burley. The present city, above, is noted too for 
meat-packing, petroleum refining, and the manufacture of tron, steel, and textile products. 
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BLACK STARK 


INDUSTRY’S NUMBER ONE PROBLEM 





2 4 HE problems which 
crowd upon the in- 
dustrial manager of to- 
day are so diverse and so 
complex that it may ap- 
pear over-simplification 
to name a “Number One 
Problem.” Yet there is a 


HENRY P. KENDALL 
President, The Kendall Company 
Boston, Mass. 


Declaring that public relations programs should be 
established on a basis of common sense and practi- 
cality, Mr. Kendall here outlines procedures for im- 
proving a company’s relationships with specific 
groups. This 1s one of a series of articles on questions 
of importance to business, presenting the opinions of 
men whose diverse backgrounds and points of view 
have created decided, often conflicting, convictions. 


During recent years, 
there has been cultivated 
in our country an active 
scorn for industry’s lead- 
ers which has swept the 
people like a brush fire. 
I do not defend industrial 
leadership as a class. It 





problem of such funda- 

mental character that it seems deserving of a place, like 
Abou Ben Adhem’s name, above all the rest. It is the 
problem of the public attitude toward industry. 

Is that prevalent attitude today the attitude which 
will prove to be best? Is it good for the country for 
the dominant opinion toward all employers to be 
tinged with scorn and distrust? Are bitterness, de- 
structivism, suspicion, and hatred the materials out of 
which to build a better land? Is there room still for 
constructive attitudes toward industry based on reason- 
ableness and fairness? Is the fact that American enter- 
prise and co-operation have created the highest stand- 
ards of individual economic welfare in the world to 
be swept into the discard because of certain undeniable 
imperfections in the system which created it? 
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is not in the true Ameri- 
can tradition to bow before class or place. But it has 
been in the finest American tradition to give due recog- 
nition to achievement when that achievement is solid 
and real. And despite the contumely heaped upon 
leaders of industry, the fact is unassailable that in the 
United States, to a greater degree than in any other 
country, there has been an enlightened industrial 
leadership as well as the chiseling type. The achieve- 
ments of enlightened American management stand 
as a towering contribution to human welfare. 

The facts of what American industry has done, in 
short, have been eclipsed by unfair emphasis on what 
it has not done. It is as though all apples deserved 
general condemnation because some apples on a tree 
have scab. 























When industry rallies to de- 
fend itself its position is ren- 
dered difficult by several cir- 
cumstances. In the first place, 
those who attack always have 
an advantage over those who 
defend. Secondly, the use of 
promises is denied the indus- 
trialist, whereas promises are 
the stock-in-trade of those who 
cultivate distrust. In competi- 
tion with promises, all the in- 
dustrial manager can point to 
is what industry has done. 
Reality somehow has less lure 
for human nature than dreams 
and castles in the air. Further- 
more, it is difficult for him to 
tell what he has done, and get 
away with it, in today’s atmos- 
phere of distrust. If he lists 
some reasons and facts why 
people should, in fairness, 
“give him a break,” his motives 
immediately are brought un- 
der suspicion. “Oh, he’s just 
trying to make people con- 
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Henry Plimpton Kendall was born in 1878 in Boston, 
Mass. After graduation from Amherst College he be- 
came a partner in the Holliston Mills, in Norwood, Mass., 
and later on became associated with the Lewis Manufac- 
turing Company, in Walpole. When in 1924 the Ken- 
dall Company was formed to own and operate several 
mills in New England and the South he became its 
president, an office he still holds. He is also president 
of the Walpole Trust Company. 

Meanwhile Mr. Kendall has assumed further respon- 
sibilities for State and Federal Governments. In 1917 
he served on the War Industries Board; in the early years 
of the depression, the Massachusetts Commission on the 
Stabilization of Employment; since 1933, the Business 
Advisory Council of the U. S. Department of Commerce 
and the Federal Advisory Council of the U. S. Depart- 


opponents often have slight 
justification beyond the win- 
some sounds of the sweet 
syllables which drop from 
their lips. 

Our appeals must be held at 
decently low temperatures. 
We cannot “get hot.” Yet a 
certain degree of heat is essen- 
tial in order to create convic- 
tion. Cold truth, unfortunate- 
ly, is less effective in making 
favorable impressions than 
warmerror. Furthermore, we 
speak, when we do speak, 
largely by devices of imper- 
sonality, as corporations, as 
companies or as associations, 
in spite of the basic fact of 
human nature that human per- 
sonality is the most effective 
medium through which favor- 
able contact is established. 

In view of such difficulties, 
it might seem as though the 
only course remaining is to sit 
tight and wait until the pendu- 





tented so he can put some- 
thing over! Why doesn’t he 
p? 


profit-sharing. 


The industrialist is denied another powerful weapon. 
He cannot appeal to the dissatisfaction, for which there 
is almost unlimited capacity, in the average person. It 
is easy for the demagogue who wants the favor of 
other people to show what these people lack, and to 
promise that if they will only do thus-and-so for him, 
the lack will be made up. The employer simply can- 
not do this sort of thing. 

What it is possible and desirable for me as the head 
of an industrial company to say to those within the 
company and to the communities where we operate, 
is greatly circumscribed. These limitations which my 
associates and I accept and live within do not exist for 
those who are out to change the social and economic 
order. They can say anything and get away with it. 

The whole situation is ironic, but it is nonetheless 
real. We in industry cannot—or, if we can, we have 
not yet done so in any material measure—appeal to 
sentiments, feelings, hopes, desires, to all of the actu- 
ating mechanisms of human behavior, with the direct- 
ness, warmth, and vigor which are utilized by those 
who want to be given the power to make us over. Yet 
our actual contributions to human good stand as a 
record of the years, whereas the promises of our worthy 


ment of Labor. He is the author of two books on 





lum of events swings back, and 
time spells out the resistless 
logic which cannot be denied. 

The do-nothing possibility does not appeal to men 
with active responsibility for industry and business. 
I believe it is generally agreed that private enterprise 
has an obligation to demonstrate and to prove its case 
and that counter blows must be struck in order to pre- 
serve the entire structure upon which private enterprise 
is based. There is general agreement as to the neces- 
sity of doing something. 

On the crucial point, however, of what to do and 
how to do it, there is no such unanimity. The subject 
has been obscured by tall talk and by generalization. 
The public relations expert is abroad in the land, and 
one of his characteristics is the cultivation of mystery, 
apparently, as to the exact nature of the magic he offers. 
One of our needs is to reduce this thing of public re- 
lations to the realm of solid earth and to establish it 
on a basis of common sense and practicality. My per- 
sonal viewpoint is that the business man, the industrial 
executive, and all others who have positions of leader- 
ship should endeavor to find not so much the inner 
meaning of the public relations mysteries, but a solid, 
sensible basis for contributing to a better understand- 
ing of what makes business and industry tick and 
why. This can be done under the banner of public 






















relations or it can be done under the name of X, Y, Z. 
First of all, what are the limitations of the indus- 

trialist and the business man in bringing about a truer 
understanding of the fundamentals of the system of 
private enterprise than has been disseminated by those 
whose avowed or secret purpose is to abolish the sys- 
tem? Well, for one thing, the average business man 
or industrial executive cannot by the nature of his 
position indulge in broad public influence. His oppor- 
tunities for nation-wide radio broadcasting are some- 
what limited and his abilities for that task probably 
do not rate as high in the estimation of the dialers as 
Charlie McCarthy or Jack Benny. General efforts on 
the part of the business man are not the ones which 
offer the largest possibilities. These are presented by 
the actual contacts of the individual business or in- 
dustry with individuals and other organizations. It 
is toward their cultivation that the individual business 
man should devote more time and attention than he 
has in the past. Those contacts are as follows: 

1. Employees 

2. Suppliers of Materials 

3. Customers 

4. The Community 

5. Stockholders 

There may be other groups, but these are the prin- 

cipal ones. The individual company should re-survey 
all these contacts in the light of how much they know 
about the company; what they know that isn’t so, and 
why. Industry is not a monstrous creature out there 
in the dark, and business is not a bugaboo. Industry 
and business are “folks.” They are your neighbor and 
mine. They are the people you know and do business 
with every day. Industry and business not only are 
the factory down by the railroad which makes tools 
or cotton goods or foodstuffs or automobiles, but they 
also are the butcher and the baker and the shoe revair 





man and the newspaper you read and the radio you 
listen to. People have been fed the idea that industry 
is some preying, soulless automaton with green eyes 
and a ravenous maw crushing the bones and flesh of 
people in order to satisfy a hungry greed. Of course, 
“There ain’t no sich animal,” and any person who 
stops to think, a practice which is quite rare, knows 
there isn’t. A major assignment which we in industry 
must accept and carry forward is to prove, and then 
keep on proving, that this is not the truth. 

1. Emptoyers. What do your employees know 
about business and why? Do they get their ideas en- 
tirely from people who have plenty of theories but no 
record of having made the theories work? Or are they 
being shown what industry is by those who have 
proven themselves capable of creating products, sales, 
employment, and, yes, profits, as well as promises? 

The employee aspect of the problem is so big that 
it is impossible to make more than a few observations 
here, but in the main I believe the mistake industry has 
made in the past is in believing that because people 
worked in the Jones plant, automatically they should 
be pro-Jones and pro-everything that Jones stands for. 
Human nature isn’t made that way. Employees judge 
industry by their own experiences with it. When they 
see something that they don’t understand, they either 
make up their own explanation of it or they listen to 
someone who offers a plausible one. Often that has 
not been Jones, but someone utterly opposed to Jones 
and all his works. 

Great mistakes have been made by not interpreting 
to employees the reasons for the inevitable changes 
which occur in the methods, machines, and other con- 
ditions under which they work. I have seen an em- 
ployer, for example, in the textile industry try to intro- 
duce specialization of work—which means simply that 
a spinner spins, a weaver weaves, a doffer doffs, and a 
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cleaner cleans instead of having one person do a variety 
of different jobs—by posting a notice on the bulletin 
board. Naturally, he had a strike on his hands. The 
employee hadn’t been shown. He hadn’t been told of 
the reasons and the conditions which made work 
specialization imperative. Incidentally, the best way 
to get things across to employees is not by impersonal 
but by personal methods. Use less printer’s ink; more 
actual contact. We have used posters in our plants 
from time to time for purely educational purposes. 
Invariably, regardless of their contents, the rumor has 
been provoked that they were being posted to lead up 
to a wage cut. 

Reasons why changes are made and why things are 
done are of tremendous importance. Often a frank, 
full statement of the reasons will prove satisfying even 
though unpleasant. I know of a situation where wage 
cuts had to be made. The factory employees were cut 
12 per cent. The foremen were not cut at all. The 
office help were cut 10 per cent. The question of why 
these three different treatments was a burning ques- 
tion, so much so that it threatened to be too hot to 
handle. The manager of the mill decided to follow 
his policy of complete frankness, and he told exactly 
why, namely: that whereas factory people had had 
three wage increases to one wage reduction, in the 
same period foremen had had no increases and office 
people had had none. He was able to show that on a 
comparative basis the factory people were much better 
off even with the cut than the foremen or the office 
help. The mutterings subsided and what threatened 
to be a major bone of contention crumbled into dust. 


Back of all this sort of intelligent handling of the 
problem of employee understanding was a company 
policy. So often there is no such policy. Today, it is 
imperative that there be one. Human problems are 
printed today in bold type. They cannot be ignored. 
There must be an organization set-up to handle them, 
where the company is of any considerable size. One 
man’s personality, especially if he is an executive with 
many other duties, is not effective enough, when it 
filters through to the employee at bench or lathe, to 
do the day-in-day-out job of interpretation. That is 
for foremen, department heads, and for the natural 
rub of employee and employee, and it should not be 
forgotten that there are plenty of conservatively- 
minded employees in American business and industry. 
The difficulty is that they often are inarticulate. Man- 
agement should try to make them articulate and to 
furnish them with raw truth, which they can dish up 
to their fellows. 

It is important that the top management have a 
philosophy on this whole subject and that head execu- 
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tives come into contact as often as possible with the 
people down the line. Absenteeism should be con- 
demned. It has done much harm. I know of one 
company whose president, up to a recent reorganiza- 
tion of the company—and I often have wondered if 
the reorganization was not subtly connected with this 
fact—had not visited the main plant in six years, and 
yet it was only thirty miles from his office. In another 
instance, the president of a manufacturing company 
was showing me through the principal plant, and I 
noticed he called none of the factory people by name 
and knew only three of the office force. He confessed 
that he had been in the plant only once in three years. 


In contrast to these two cases, there comes to mind 
the X Company. Its policy and practice provide for 
contact of all those working in the business. Out of 
that contact has come understanding and co-operation. 
This X Company has a long record of harmonious 
relationships. There never has been a major labor 
disturbance in any of its dozen or more plants. 

Every six months, at the same time that a financial 
statement is furnished stockholders, this company 
sends a letter to each individual employee, telling of 
the company’s progress, reporting its earnings, and 
giving the employee other information about the state 
of affairs in his company. Once a year the president 
visits each of the plants, hires a suitable meeting place 
and invites not only the employees but their wives and 
children. They all sit down and eat a meal together, 
these people with their common interest in this indus- 
trial enterprise, and then the president tells what has 
happened during the past twelve months. 

It is true, of course, that regardless of the best efforts 
of management, employees today seem easily weaned 
away from many of the sound truths which experience 
has shown to be essential to industrial well-being, 
which of course means employee well-being, but in 
the main I am confident that a real change can be made 
in the attitudes of employees generally when more 
individual companies put into effect a systematic, in- 
telligent program of information. I don’t mean propa- 
ganda. I mean interpretation of the whys and the 
wherefores, using as the raw educational material not 
general facts about matters far removed from the em- 
ployee’s common experience, but illustrations and 
arguments and reasoning taken from the things he 
knows and understands. 

2. SuppLiERS OF Materiats. The opportunities are 
particularly great where suppliers are from the farm 
group and similar non-business groups. Farmers have 
been told that industry is “agin” them. There is a real 
obligation and opportunity to prove that this isn’t so 

(Continued on page 48) 
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A SPECIAL MID-YEAR SURVEY 
OF INVENTORY TRENDS 


Supplementing the Survey of Business Trends, 1935-1937, This 
Report Presents New Estimates of Stocks as of June 30, 1938 


NVENTORIES occupy a blind spot 
in our economic knowledge. For 
years we have had steadily improving 
records of prices, production, sales, em- 
ployment, and even profits. We know 
much more about the movement of 
goods than about their sticking-points. 
In the long run, a merchant or manu- 
facturer buys only what he can sell, 
and sells only what he has bought. But 
in short-run practice, purchases and 
sales are seldom in close adjustment. 
He may accumulate inventory through 
a deliberate decision to anticipate a 
price increase or a labor dispute, or he 
may have an increased inventory thrust 
upon him by the failure of his sales to 
equal his expectation. The fact remains 
that the process of accumulating in- 
ventory is a decidedly stimulating 
factor on business activity, permitting 
production to exceed final consump- 
tion. But once accumulated, this in- 
ventory tends to press on markets, to 
strain financial resources, and in 
case of a down-turn to permit produc- 
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tion to drop below final consumption. 

The Mid-Year Inventory Survey is 
presented here in response to many 
requests to carry forward the inventory 
data shown in the Survey of Business 
Trends (Dun’s Review, May 1938). 
The earlier Survey showed that the 
value of inventories in the hands of 
manufacturers, wholesalers, and re- 
tailers had increased by 14 per cent 
during 1936 and another 17 per cent 
during 1937, a total increase of 33 per 








* Does not include meat-packing. 





I. Unirep States Totat INVENTory VALUES AND TRENDS 
FROM DECEMBER 31, 1935, TO JUNE 30, 1938 





Figures as of the Close of the Periods Indicated ——-——-———. 
Change First 
Change Change During Half of 
1935 During 1936 During 1937 First Half 1938 
Census 1936 Estimate 1937 Estimate of 1938 Estimate 
($ Million) PerCent ($Million) Per Cent ($Million) Per Cent (S$ Million) 
MANUFACTURING * 9,328t +14 10,647 +21 12,856 -—8 11,868 
WHOLESALING ... 2,276 +18 2,675 +12 2,999 5 2,849 
RETAILING ....... 4,298 +11 4,771 +10 ,267 —4 5,079 
TOTALS ck os cietiins BHGOZ +14 18,093 +17 21,122 —6 19,796 


+ Estimated from Census and Income Tax figures. 
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cent, or five and one-quarter billion 
dollars, taking the two years together. 
The present Survey shows that a reduc- 
tion of about 6 per cent from that high 
level took place during the first six 
months of 1938. The equivalent dollar 
value of this decrease is almost one and 
one-third billions, and constitutes a re- 
treat of one-fourth of the distance ad- 
vanced in the previous two years. Thus 
the two Surveys trace the movement of 
inventories from the dawn of good busi- 
ness and confidence in 1935 through 
the high noon of over-confidence in 
1937 to the cloudy and troubled busi- 
ness atmosphere prevailing during the 
first half of 1948 (Table 1). 

In any effort to appraise long-term 
inventory trends two basic difficulties 
should be kept in mind: the absence 
of any accurate idea of “normal” as 
applied to inventory levels; and the 
presence of violent seasonal fluctuations 
in the inventories of some industries 
and trades. Photographs at widely 
scattered points of time, such as the 
series of surveys under discussion, may 
help to outline our economic history, 
and move toward a discovery of “nor- 
mal”—if it exists. However, such peri- 
odic pictures are more than likely to 
fail to focus on the high or low spots— 
missing the point by a few months. 
Only monthly reporting programs such 
as are carried forward by some indus- 
tries will yield the data needed for a 
thorough knowledge of the seasonal 
tides. The seasonal is eliminated by 
year-to-year comparisons but must 
be considered in the interpretation 
of the present Survey data, showing 








the change during a six-month period. 

Focusing on the field of manufac- 
turing alone, the 38 per cent increase 
during 1936 and 1937 added over 
$3,500,000,000 to the value of inventory. 
Thus a reduction of 8 per cent during 
the first half of 1938 looks bigger in 
money than in percentage form, inven- 
tories having been depleted by almost 
$1,000,000,000. As in the case of the 
grand total, manufacturers’ inventories 
were pruned back by about one-fourth 
of their previous two years’ growth 
(Manufacturing detail in Table III). 

Wholesalers’ inventories grew some- 
what less luxuriantly during the busi- 
Ness prosperity of 1936 and 1937; con- 
sequently, appear to have needed less 
pruning. The 32 per cent increase in 
the two years ending last De- 
cember added over $700,000,000 
to the value of wholesalers’ 
holdings, while the 5 per cent 
decrease during the first half 
of 1938 subtracted about $150,- 
000,000. Almost four-fifths of 


of valuing inventories at cost or market, 
whichever is lower, the question of 
relative price levels at the end of these 
two inventory periods would be in- 
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volved in any effort to interpret the 
changes in the actual physical supply 
of goods on hand. Just as, in 1937, an 
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SALES VOLUME 


II. TRENps oF INVENTORIES BY SIZE OF _ | 


S1zE Groups oF CONCERNS WEIGHTED ACCORDING TO THEIR 
IMPORTANCE IN THE SEVERAL INDUSTRIES AND TRADES 
Per CENT CHANGE IN INVEN- 
TORY AS OF CLOSE OF PERIOD 


during recent months to account for 
much of the recorded decrease. 

The Wholesale Price Index of the 
Bureau of Labor Statistics which 
climbed from 80.6 in January, 1936, toa 
high of 87.9 in the middle of 1937, was 
down to 81.7 by the close of the year, a 
net decline for 1937 which just about 
balanced the advance during 1936. The 
index declined another 4.2 per cent 
during the first half of 1938 to a level 
of 78.3 for June. 

If it is assumed that the bulk of in- 
ventory on any given date was pur- 
chased during the previous three 
months and valued more or less accord- 
ingly, comparison might be made with 
the average price index level for three 
months prior to each inventory date 
instead of the price levels at the 
ends of December and June. If 
this is done the comparable 
price decline from January to 
June is 6.1 per cent. 

Most of the figures shown in 
the tabulations of this and other 





j j y ‘ ? oie ee 2 Me 1935, 1937 TO | : , F - - ‘ 
the increase in wholesalers MANUFACTURERS * i JUNE, 1938 +| ~~ Surveys are averages. What do 
stocks has been retained, at least $10,000,000 and over +39.1 —11.1. | they mean? Business statisti- 
in terms of values on the books —— ene big: = 7 | cians in general are so busy rais- 

: ; , $ 0c oO ,000,00¢ 4.6 —I10. x ‘ 
(Wholesaling detail in Table $200,000 to $500,000. +28.3 — 6.2 ing these averages on their acres 
IV). estes — bie ee of work-sheets and the business 

‘ — : ess Une , 20.7 = Es 2 itage : 
Retailers’ inventories are Necks lc mataiaaiiat +-36.9 =e public is so busy consuming 
much less headlong in their WHOLESALERS | averages—with or without the 
movement than either manu- $500,000 and over me 429.5 —8s5 | dressing of editorial comment— 
facturers’ or wholesalers’ stocks. Sabi a — soins pis — 33 | that we stop too infrequently to 

. 200,000 to $300,000...... 20.2 oe ae | . : ° 
During 1936 and 1937 the total $100,000 to $200,000 418.4 —o.3 | consider just what kind of vege- 
retail inventory estimate show- $50,000 to $100,000 421.9 + 23 table the average is. Findings 

d : e f Less than $50,000 +34.1 + 1.4 | , 
ed an “i —— 23 per FRR Sele RD 4368 Baie of the present Survey call to 
cent—about two-thirds as great eae) mind the classic discovery by 

RETAILERS 
as the rate among manufac- ee ee hens —110 | the Literary Digest three years 
turers. Similarly the decline | $50,000 to $100,000 +23.1 —32 | ago, that you can’t average just 
2 ? : | $30,000 to $50,000 +22.5 — 0.8 H 

during the first half of 1938 is | $30,000 to $30,000 418.9 reer anything together and get the 
only 3.6 per cent, less than one- | rece se np He t 1.9 right answer. 

i ; ess than $10,000 27.0 Ee | a 
half as rapid as among manu- Chasis ey sae When all of the reporting 
facturers. In dollar form this Mail-Order Houses 433.1 — 7.9 manufacturers are classified in 
places a subtraction of $187,000,- ALL RETAILERS. .......... +21.9 — 3.6 sales volume groups regardless 

. ° ° * Excludes following industries where size breakdowns are not re ° A 
000 against a previous increase liable: Meat Packing, Breweries, Beverages—Non-Alcoholic, Fruit of industry, all the reporting 
~ ° and Vegetable Canning, the ‘‘All Other Foods’’ group, Silk and 
of $969,000,000. The pruning Rayon Goods, Furniture, Boxes—Paper, Tires and Other Rubber wholesalers by sales volume, re- 
° Goods, and the ‘‘Miscellaneous’’ group. . 
process has removed a little less Se ee ee gardless of trade; when chain 





than one-fifth of the total retail 
inventory growth (Retailing detail in 
Table V). 


Insofar as the contributing concerns 


organizations and mail-order 
unknown but considerable part of the houses are separately grouped and the 
increased value of inventories was the remaining retailers classified by size, 


the difference between the records of 





result of price increases; similarly price 


observed the usual accounting policy declines have been sufficiently great large and small concerns during the 
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first half of 1938 becomes strikingly evi- 
dent (Table Il). Although these aver- 
ages by size groups show decreases in 
the inventories of all sizes of manufac- 
turing concerns, the largest outfits de- 
flated inventories more than four times 
as rapidly as the small ones. The same 
tendency is evident specifically in the 
following industries: 

Baking 

Flour and Feed Milling 

Paper Boxes 

Paint, Varnish, and Lacquer 

Stone, Clay, and Glass Products Group 

Iron and Steel Products Group 

Machinery and Transportation Equipment 

Men’s and Boys’ Clothing 

Furniture 

Other Forest Products 

Leather Tanning 

Shoes 

Non-ferrous Metal Products 

Tires and Other Rubber Goods 

In the same direction but more ex- 
treme are the following industries 
where small concerns report increased 
inventories, while the large ones show 
an average curtailment of holdings: 

Woolen and Worsted Goods 

Drugs, Perfumes, Cosmetics 

Cotton Textiles 

Other Textile Products 

Contrary to the general trend are a 
few significant instances where the 
large concerns were increasing their 
inventories while the small ones de- 
pleted theirs: 

Confectionery 

Paper and Paper Products 

Tobacco Products 

Hosiery 

Petroleum Refining 

With representatives of all wholesale 
trades arranged in parade squads by 
size, those selling more than a $100,000 
volume depleted inventory most 
rapidly while the smaller wholesalers 
in the two bottom groups added some- 
what to their holdings. The tendency 
which created this broad picture was 
strongest in the following specific 
wholesale trades where the large or- 
ganizations pursued a policy of deplet- 
ing stocks while the small houses added 
somewhat to theirs. These trades are: 
Groceries and Meat 
Clothing and Furnishings 
Building Materials 


Automotive Equipment 
Tobacco Products 


D> UN *.s 


MID-YEAR INVENTORY SURVEY 


THE PRESENT Survey carries forward 
the inventory data shown in the Survey 
of Business Trends, Dun’s Review, May, 
| 1938. Astounding evidence of the wide- 
| spread interest in the inventory problem, 

the return on the questionnaires of the 
On July 14 
23,500 questionnaires were mailed to con- 
tributors who had participated in the 
earlier Survey and about 19,000 voluntary 
returns were received from this mailing 
during the subsequent four weeks. These 
were supplemented by about 2,000 addi- 


Survey was 80 per cent. 


tional records from large corporations. 
Out of this total of 21,000, some 19,000 
complete and correct schedules have been 
; used in the tabulation. 
| reported a grand total of $3,887,000,000 
| of inventories at the start of 1938 and sold 


These concerns 


an estimated volume of $24,300,000,000 
in 1937. The figures for June 30 there- 
| fore are based on an estimated 18 per cent 
| sample of American manufacturing, 
| wholesaling, and retailing transactions. 
| This project is one of the activities of 
| the Dun & Brapstreet Research and Sta- 
| tistical Division and was supervised by 
| Walter Mitchell, Jr., and Fernley G. Faw- 
| cett, under the direction of Willard L. 
| Thorp. 
| 


Alcoholic Beverages 

Dry Goods 

Drugs 

Plumbing and Heating Supplies 

In only one wholesale trade, paint 
and varnish, were the reports consis- 
tently contrary to this general tendency. 
The estimated increase of total inven- 
tories for the trade was most heavily 





BLACK STAR 


influenced by the large concerns and 
only the smallest groups with sales of 
less than $50,000 show a decrease in 
their holdings. 

Similarly, while mail-order houses 
depleted their inventories more radi- 
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cally than any other group and the 
chains held their stocks about in line 
with January levels, the remaining in- 
dependent retailers showed the same 
tendency remarked among manufac- 
turers and wholesalers. Retailers above 
the $30,000 annual sales level—who 
supply a large part of the consumers’ 
needs—depleted inventories more or 
less in proportion to their size; while 
the small retailers—who nevertheless 
constitute the majority of retail enter- 
prises—were holding their inventories 
more or less steady or increasing them 
slightly. This tendency also appears 
in 14 of the 25 specific retail trades 
analyzed. The instances are as follows: 

Groceries (Independent) 

Groceries and Meats (Independent) 

Country General Stores 

Men’s and Boys’ Clothing 

Women's Clothing and Accessories 

Family Clothing 

House Furnishings and Floor Coverings 

Furniture 

Hardware 

Farm Implements 

Automobile Accessories 

Drugs and Cosmetics (Independent) 

Coal and Other Fuel 

Stationery and Books 

In three instances where the aggre- 
gate inventories for the trade have in- 
creased considerably, every size group 
within the trade has contributed to the 


. 1 
increase. These are: 


Paint, Wallpaper, and Glass 

Hardware and Farm Implements 

Filling Stations (Independent) 

Lumber and building material 
dealers report the reverse of the usual 
situation, with increased inventories 
among the large concerns and the 
maximum decreases among the small 
ones. 

It is impossible to venture more than 
guesses as to the cause of these differ- 
ences. It is commonly said that large 
concerns are more likely than small 
ones to have both the working capital 
and the inclination to make speculative 
purchases during periods when they 
expect higher prices or labor trouble 
among their suppliers. Conversely, 
such operators would be in a better 
position to “live off from inventory” 
during a period of falling prices. This 
seems to be particularly applicable to 





manufacturing where there was a 
noticeable tendency for the larger con- 
cerns to accumulate inventory more 
rapidly than the small ones during 
1936 and 1937 (Dun’s Review, August 
1938). 

Among wholesalers reporting in the 
earlier surveys, however, there is no 
such consistent tendency. In fact the 
smallest increase was reported by the 
sales volume group between $200,000 
and $300,000 which now registers the 
third largest decrease. The previous 
analysis of wholesalers’ inventory 
trends by trades has moreover shown 
some tendency for small wholesalers to 
build up inventories more rapidly than 
large houses in the same two-year 


period. 
Small Retailers 


Small retailers showed a marked ten- 
dency to build up inventories more 
rapidly than the large stores during 
1936 and 1937, and they have continued 
slight increases into 1938 while the large 
concerns were retrenching. Perhaps 
this news confirms those retail obser- 
vers who say that small shopkeepers 
have been busily broadening their line 
for the past three years in response to 
the urgings of the advertising and pro- 
motion men. The small groceries carry 
more quick-moving toilet sundries and 
tobacco lines; the small druggist has 
more handy hardware and food spe- 
cialty items; the little filling station dis- 
plays a wider line of gadgets and more 
frequently carries tires. Again it may 
be that some small stores had dropped 
inventories to depression lows far be- 
neath the basic minimum needed to 
hold the public, with stocks not yet up 
to the point where they satisfy the pro- 
prietor or his customers. 

Of far more lasting significance than 
the figures presented in this survey is 
evidence that the published results of 
large corporations cannot safely be used 
alone to interpret the economic trend 
of the United States. Where the pres- 
ent survey estimates that manufac- 
turers’ inventories declined by 8 per 
cent during the first half of 1938, two 

















III. Manuracturers’ INVENToRY TRENDS FROM DECEMBER 31, 1937; 


TO JUNE 30, 1938 


TOTAL MANUFACTURING *.... 


Nee) Se kr ee ere te Ue ah i 
RRIINE S isritcled i oat nk ce ah ciN Siar eee os enteus 


Brewerics . Bee re are eae Se ree ee 
Beverages—Non- Alcoholic Sehr ee a Nee 
RPOMECONOKY occ kok Sais 55 ue se ws as 
Fruit and Vegetable € Canning eS age i 
Flour and Feed Milling. . eee 
All Other Foods. ...... Re ee Mg he 


TEXTILES AND CLOTHING 
Woolen and Worsted Goods... . 
Cotton Textiles. .... 
Silk and Rayon Goods SOE Se ee 
Men’s and Boys’ Clothing and Furnishings 
Women’s and Children’s Clothing and 
Furnishings Sh ie er ey ee ae 
Hosiery eres 
Other Textiles and Products . el ee ee ae 


FOREST PRODUCTS 205 oa ee esa esse 
Lumber and Planing Mill Seciaem Ee ins 
CCT LL TLE eee BA em Aan ata acca gee 
All Other Forest ‘Products. Ae MEE 


PAPER, PRINTING, AND PUBLISHING 
Paper and’ Paper Proditcts ............5. 24:6 
Boxes, Paper Feats ma ial once esaie e arieok 
Photo-engraving ES Ear stR ee ee 
Printing and Binding. . ee Se 
Newspaper Publishing 


CHEMICALS, DRUGS, AND PETRO- 
CD OS GRE Se er cnet ean 

Chemicals and Chemical Products 

Drugs, Perfumes, and Cosmetics....... . 

Paints, Varnish, and Lacquers 

Petroleum Refining 


LEATHER AND LEATHER PRODUCTS 
Leather Tanning ‘ LE a? 
RE eh era A et anes 

Other Le: ather Products 


STONE, CLAY, AND GLASS PRODUCTS 
Stone and Stone Products 
Clay and Glass Products 


IRON AND STEEL PRODUCTS 
Beaman SIRE kg sawn oc eee 
Foundries : Peek es, 
Iron and Steel Products . oa Creat eee 
WINN eg once eae eters ek enka tsu8 


MACHINERY AND TRANSPORTATION 
POGIPMENT | 5.56. sche 

Electrical Appliances, Tools, and Radios 

eC The, C, ) ta rr ee ae ee ear 

Agricultural Implements 

Engines, Turbines, Tractors. . See 

All Other Machiiery. ...<5.5. 02.080 

Pit) CR Bec Chae ri oy ee are eae Fear are 

Automotive Accessories and ‘Parts eas 


MISCELLANEOUS 

Non-ferrous Metal Products... .. . 
Jewelry, Silverware, etc... hn areata 
Tires (and other rubber goods) . LAs aideeanern 
UM NAOCO TICE ois e ccs + cS sss sean 
All Other Manufacturing. . 


* Inventories of meat-packing omitted. 
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5,016 
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68 
36 
74 
50 
42 
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501 
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60 
251 
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Six-Month 
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earlier estimates from other sources had 
placed the decrease at 17 and 21 per cent, 
respectively. Another published esti- 
mate found wholesalers’ inventories 
down by 12 per cent between Febru- 
ary 1 and the end of June as compared 
with the present survey estimate of 5 
per cent decline in six months. 

It develops that these differences are 
matters of sampling, a problem whose 
difficulties are well known to every 
wholesale buyer of produce. The big 
apples were on top, and in the neces- 
sary haste of developing prompt busi- 
ness figures, it was assumed that the 


well-known little apples underneath 
were of the same kind and color. 
The Dun & Brapsrreer Survey is 
based on reports from over 5,000 manu- 
facturing concerns, whose inventories 
aggregated $2,700,000,000 at the close 
of June, as compared with 50 corpora- 
tions and $222,000,000 of stocks which 
form the basis for one of the previous 
estimates; 66 corporations and $582,- 
000,000 aggregate inventory the basis 
for the other estimate. The trends of 
large corporation inventories as found 
in the present survey agree closely with 
previously published estimates, but 


| IV. WHo vesacers’ INVENTORY TRENDS FROM DECEMBER 31, 1937, 


| ‘POT AL. WHOLESAEE «..255 05.6 seescernes 
| 


FARM PRODUCTS AND FOODS....... 


| Confectionery ..... 
Dairy Products . 
Groceries and Meats. . 
Meats and Fish. . 
Other Food and Grocery Specialties... ... 
Produce and Fruits....... 
Other Farm Products 
Beverages—Alcoholic 


DRY GOODS AND CLOTHING 


Clothing and Furnishings............... 
| Dry Goods (General Line).............. 


LUMBER, BUILDING MATERIALS, AND 

HARDWARE .. 
Lumber, Millwork, and Building Materials. 
IGIEOIONES «oct tis ciesedis kane 


CHEMICALS AND DRUGS. . 


Drugs . 
Paints atid’ Varnishes... i 5 occ. cone cee 


PETROLEUM AND PETROLEUM 
PRODUCTS: ......:... : 


AUTOMOTIVE EQUIPMENT 


SUPPLY HOUSES ....... «0.4. <- 
Plumbing and Heating Supplies. . 
Machinery and Equipment. . 

All Other Miscellaneous Supplies. . 


MISCELLANEOUS 


Electrical Goods and Appliances.......... 
Furniture and House Furnishings........ 
Paper and Paper Products............... 
Tobacco Products (except leaf)........ 


| TO JUNE 30, 1938 
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REPORTING INVENTORY EsTIMATES 
Decreased December Six-Month June 30, 
Total Inventory 31, 1937 Change 1938 
Number Per Cent ($000,000) Per Cent ($000,000) 
2,360 53-4 2,999 — 5.0 2,849 | 
759 53-7 1025  — 4.5 978 | 
83 38.7 14 + 7.0 a 
83 32.5 20 +27.9 26 | 
268 66.0 251 — 85 230 
50 47.8 26 —14.4 22 
81 39.5 168 + 6.2 178 
93 64.0 31 — 0.8 31 
62 58.6 435 — 8.2 399 
30 48.3 to =— 34 77 
258 = 59.4 324 — 79 299 
103 60.4 92 — 3.3 89 
155 58.7 232 — 9.7 210 
140 50.0 267 — 2.3 261 | 
77 50.0 142 — 3.1 138 
63 50.0 125 — 1.4 123 
64 44.1 87 +o4 . 87 
38 42.4 mn oe : 
26 46.2 14 + 8.4 15 | 
141 42.1 23 —I4.2 20 
| 
172 47.8 106 — 1.0 105 
396 53.6 264 — 1! 260 
93 47-7 60 —o8 59 
65 59.0 III — 1.6 109 | 
238 54-5 93 — 0.9 92 | 
116 69.2 126 —I1.2 112 
39 69.2 2 — 3.1 70 
74 56.9 68 — 47 65 
51 44.7 46 — 18 45 
159 49-7 591 <= 75 547 | 


All Other Wholesale... . 

















computations which give small organi- 
zations their proper weight according 
to Census figures greatly modify the 
picture presented by smaller samples. 

Although a stew pot containing all 
the published inventory figures might 
not always give forth alluring and 
misleading odors it did so this year. 
Straight totals happened to give exces- 
sive weight to automobile and automo- 
bile accessories companies. These in 
turn happened to be the two manufac- 
turing industries which have shown 
the greatest reduction of inventories. 
To avoid these difficulties, the present 
survey estimates have arrived at in- 
dustry and trade totals by using size 
weights and at national totals by using 
industry weights derived from Census 
and Treasury Income Statistics. 


Marketing Aid 


Least commonly emphasized in anal- 
yses of such data as these are the 
records of the individual concerns com- 
posing the sample. By no means did 
they all think or act alike in their man- 
agement of inventories. The propor- 
tion of concerns in any industry or trade 
reporting decreased stocks seems im- 
portant from the marketing standpoint, 
since it indicates to suppliers the pro- 
portion of customers who may now or 
may soon be able to place orders. 

Sixty per cent of all reporting manu- 
facturers had smaller inventories at the 
middle of the year than at the start. 
In several industries this percentage 
exceeds 65, suggesting the possibility of 
a favorable flow of orders in the near 
future. They are: 


Baking 

Flour and Feed Milling 
Paper Boxes 

Paint, Varnish, and Lacquer 
Leather Tanning 

Shoes 

Clay and Glass Products 
Iron and Steel 

Foundries 

Iron and Steel Products 
Hardware 

Electrical Appliances 
Agricultural Implements 
Engines, Turbines, Tractors 
All Other Machinery 
Automobiles 

Auto Accessories and Parts 
Non-ferrous Metal Products 











INVENTORY BEHAVIOR OF 20 SELECTED COMMODITIES, 1935-1938 
(Data from various association and governmental sources as published in the Survey of Current Business. Physical volume 
scales on the charts have been adjusted so that the same percentage change in each commodity occupies the same vertical distance, ) 
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IRON ORE 
OF LONG TONS 


1938 


COAL ‘(INOUSTRIAL) 
‘ 
MILLIONS OF SHORT TONS 


1937 1938 


CRUDE PETROLEUM ‘EAST OF CALIFORNIA) 
MILLIONS OF BARRELS 


1936 1937 1938 


HOSIERY - 
MILLIONS OF DOZEN PAIRS 


1937 1938 


KNITTED 
THAN GLOVE SILK AND 


MILLIONS OF DOZEN PAIRS 


1937 1938 


PAPER 
OF SHORT TONS 


1938 


THER (IN AND FINISHED) 
MILLIONS OF EQUIVALENT HIDES 5 


1937 1938 


RUBBER ON HAND AND AFLOAT TO 
t 
TENS OF THOUSANDS OF LONG TONS 


1936 1937 1938 


SILK IN U. 
THOUSANDS OF BALES 


1936 1937 1938 


BUILDING MATERIALS 


TENS OF MILLIONS OF 
1938 


VITRIFIED. PAVING 
MILLIONS OF 


1937 








In the instance of flour miiling this 
probably reflects the seasonal low await- 
ing the new crop of wheat. The auto- 
mobile and accessory records are the 
result of valiant efforts to bring inven- 
tories in line with greatly curtailed 
sales. Until the reception of new 
models by the public has been ap- 
praised, the possibility of broad pur- 
chases of materials remains an un- 
known factor. 

Only a few more than half of all the 
reporting wholesalers had reduced 
stocks during 1938. Specific trades 
where the proportion of such cases is 
significant and runs higher than 55 
per cent are as follows: 

Groceries 

Clothing and Furnishings 

Dry Goods 

Machinery and Equipment 

Electrical Goods 

Paper and Paper Products 

Slightly less than half of all reporting 
retailers had cut down their inventories 
during the first half of 1938. The list 
of trades where the proportion runs 
above 55 per cent is as follows: 

Groceries (Chains) 

Farmers’ Supply Stores 

Mail-Order Houses 

Shoe (Chains) 

Radio and Household Appliances 

Furniture 

Motor Vehicle Dealers 

Drug and Cosmetic (Chains) 

Coal and Other Fuel Dealers 

Jewelry 

Several monthly series of figures on 
the physical unit volume of stocks of 
various kinds of goods are available 
to supplement the dollar figures as- 
sembled in the present survey. From 
among these inventory series, as re- 
ported in the Survey of Current Busi- 
ness, 31 series have been selected and 
analyzed in three groups: 14 manufac- 
turers’ raw material series, 11 immedi- 
ate consumption goods series, and 6 
building Inventory 
data on agricultural products have been 
excluded because of the high seasonal 
variations and the fact that crop con- 
ditions rather than the business cycle 
determine the highs and lows—an 
omission which seems valid without 
arguing whether or not crop conditions 


materials series. 











for seasonal factors. 


have an effect upon the business cycle. 

The lowest point of inventories since 
the beginning of 1935 was plotted for 
each commodity after due allowance 
In the case of con- 





sumption goods, these lows scatter be- 
tween July, 1936, and September, 1937; 
whereas in the instances of manufac- 
turers’ materials the lows concentrate 
to a fairly convincing degree around 


V. Rerarters’ INVENTORY TRENDS FROM DECEMBER 31, 1937, 


= 
| 
| 
| 
| 


TOTAL RETAIL 


Groceries 
Groceries and Mca ats 
Groceries and Meats (C hains) . 


| 
| FOOD 
| 
| 


PLIES AND GENERAL 


| FARM SUP 

| STORES 

| Country General Stores 
Farmers’ Supply Stores 


GROUP 
Department Stores 
Department Stores (C hains) 
| Mail-Order Houses 
| General Merchandise and Dry Goods 
| 
| 


| 
| GENERAL MERCHANDISE 


Variety Stores 
Variety Stores (Chains) 


APPAREL GROUP 
Men’s and Boys’ Clothing and Furnishings 
Women’s Clothing and Accessories... . 
Family C ee and Children’s Shops 
Shoes eh wig 

Shoes (Chains) 


FURNISH- 


FURNITURE AND HOUSE 
INGS . 
House Nessie and Floor ¢ Coverings 
| Radios, Electric and Gas Houschold Ap- 
pliances 
Furniture 


LUMBER, BUILDING MATERIALS, AND 
HARDWARE 
Lumber and Building Materials 
Paint, Wallpaper, and Glass. . 
Hardware 
Hardware and Farm Implements 
Farm Implements . 


AUTOMOTIVE PRODUCTS 
Motor Vehicle Dealers. .... 
Automotive Accessories. 
Filling Stations 


MISCELLANEOUS 

Drugs and Cosmetics. . 

Drugs and Cosmetics (Chains) 
Coal and Other Fuel 
Jewelry : 
Stationery, Books, Ne wsdealers . 


All Other Retail 


* Residual not available. 


TO JUNE 30, 1938 
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REPORTING INVENTORY EsTIMATES 


Decreased December Six-Month June 30, 
Total Inventory 31, 1937 Change 1938 
Number Per Cent ($000,000) Per Cent ($000,000) 
11,884 49.5 5,267 — 3.6 5,079 | 
1,724 46.6 511 — 1.8 502 
730 47-5 153 + 0.7 154 
982 46.7 218 + 2.0 222 
I2 83.3 140 —10.6 126 
2,078 51.2 358 — 1.7 352 
1,522 47.0 279 — 0.1 279 
556 61.9 79 = 3 73 
1,156 41.9 1,005 — 3.9 964 
g2 51.1 319 — 9.6 288 
13 53.8 169 + 6.1 179 
3 100.0 197 —14.5 168 
703 475 201 + 1.6 204 
336 27.5 14 + 8.3 15 
9 22.2 105 + 4.8 110 
1,510 48.6 723 — 2.0 708 
460 53-7 PF — 1.8 272 
541 47-9 180 — 1.7 177 
176 49.1 109 — 1.7 107 
328 42.1 74 + 1.8 75 
5 60.0 83 — 7.2 a 
1,176 59.0 401 — 4.7 383 
Ig! 50.9 88 —— 3 84 j 
354 56.5 109 — 4:4 104 
631 62.8 204 — 4.6 195 
1,318 40.6 639 + 11 645 
427 50.5 282 — 1.3 278 
150 38.0 38 + 5.5 40 
420 33.3 209 + 1.4 212 
173 39.6 56 + 4.4 58 
148 36.6 54 + 5.7 57 
1,756 55.7 759 — 9.6 678 
922 70.4 573 E77 472 
33900 4 84 + 8.3 gI 
495 35-9 102 +13.1 115 
531 43.0 246 + 1d 249 ; 
10 80.0 63 —13.0 55 
191 56.3 70° — 44 75 
307 59-5 150 — 3.3 145 
127 47-7 2 + 0.2 25 | 
> ’ 309 — 3.6 298 | 
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April, 1937. Although the data are less 
complete, low points in building ma- 
terials stocks appear to have been some- 
what earlier, around the end of 1936. 

The high point, marking the start of 
recent efforts to reduce inventories, was 
plotted on each series in the same man- 
ner. Among consumption goods lines, 
these highs scatter between June, 1937, 
and April, 1938. The high points in 
the various series describing manufac- 
turers’ raw material holdings tend to 
concentrate in the Spring of 1938. In 
contrast to this, all of the building ma- 
terial series hit their high point before 
the close of 1937. Thus, both the bot- 
tom and top of the inventory cycle 
appear earliest in the case of building 
materials; latest in the case of manu- 
facturers’ raw materials and at scattered 
intervening points in the cases of con- 
sumption goods. 


Volatility 


According to the series studied, raw 
material inventories jump around in a 
much more volatile manner than con- 
sumption goods inventories; a typical 
variation of 120 per cent between the 
low and high points as compared with 
70 per cent for consumption goods 
and less than 50 per cent for building 
materials. 

The contrast between the volatility 
of raw materials inventories and con- 
sumption goods stocks is in line with 
the differences found in the Dun & 
Brapstreet Surveys. Manufacturers’ 
inventories went up more rapidly than 
retailers’ in the period from 1935 to 
1937, dropped off more rapidly than 
the retailers’ in the first six months of 
1938. It appears that as one focuses his 
attention further back along the dis- 
tribution channels from raw materials 
to final consumption, inventories bob 
around more violently on the waves of 
business and seasonal cycles. 

In any study of the charts (page 14), 
on which 20 of these inventory series 
are shown, it should be remembered 
that direct comparison between the 
consumption goods group and retailers’ 
experience, or between the manufac- 


turers’ raw materials group and manu- 
facturers’ experience, is dangerous. For 
instance, large portions of the reported 
stocks of metals are held by the pro- 
ducers or dealers rather than by users. 
To the extent that stocks are held by 
metal producers, they constitute fin- 
ished goods requiring no further out- 
lay to be ready for sale. Such stocks 
hang over the market as a damper on 
prices, where raw materials in the 
hands of a prospective user ordinarily 
have less effect on market conditions 
and will entail the addition of labor be- 
fore they again appear on the market. 
The series classified as consumption 
goods were so placed because these 
commodities are used by consumers 
rather than by industry. However, 
most of the series represent holdings 
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VI. Low anp HicuH Points oF INVENTORIES 


MANUFACTURERS’ 
Low Points 


April, 1936 Bituminous Coal 


September, 1936 Silk 
November, 1936 Waste Paper 
December, 1936 Alcohol 


Crude Petroleum 
Wood Rosin 
Superphosphates 
Iron Ore 
Copper 
Turpentine 
Gum Rosin 
Crude Rubber 
Zinc 

Lead 


January, 1937 
February, 1937 
April, 1937 


May, 1937 
June, 1937 
August, 1937 
September, 1937 


CONSUMPTION GOODS 


| Low Points 


April, 1936 Anthracite 

July, 1936 Cut and Sewn Under- 
wear 

August, 1936 Pneumatic Casings 

October, 1936 Hosiery 


Knitted Underwear 

Rubber and Canvas 
Footwear 

Book Paper 

Wrapping Paper 

Glass Containers 

Rayon 

Cottonseed Oil 


January, 1937 


March, 1937 
April, 1937 
June, 1937 
August, 1937 
September, 1937 


BUILDING MATERIALS 


Low Points 


April, 1936 Brick 

October, 1936 Cement 

November, 1936 Cast Iron Boilers 
Roofing 

March, 1937 Lumber 


April, 1937 Vitrified Paving Brick 





of goods by the manufacturer rather 
than stocks in the hands of wholesalers 
and retailers. 

In conclusion it might be observed 
from the general aspect of these charts 
—all of them expressed in physical vol- 
ume units, and constituting in some 
degree a check upon the dollar valu- 
ations in the present survey—that most 
of the series do not portray anything 
which can be called a radical reduction 
of inventories since the beginning of 
1938. Of the 20 series charted, 3 in- 
stances of unmistakable reduction in 
stocks—finished leather, vitrified pav- 
ing brick, and bituminous coal—are 
outnumbered by 17 other series where 
the results, after allowance for the sea- 
sonal cycle, are either indeterminate or 
indicate a level higher than last year. 


RAW MATERIALS 
HicuH Points 


March, 1937 Bituminous Coal 


October, 1937 Iron Ore 
Turpentine 

December, 1937 Silk 

January, 1938 Superphosphates 


Wood Rosin 
Crude Rubber 
Waste Paper 
Crude Petroleum 


February, 1938 


March, 1938 
April, 1938 


May, 1938 Alcohol 
Gum Rosin 
Lead 
Copper 
June, 1938 Zinc 


Hicu Points 


November, 1936 Anthracite 
May, 1937 Pneumatic Casings 
June, 1937 Hosiery 
Rubber and Canvas 
Footwear 
July, 1937 Knitted Underwear 


Book Paper 

Wrapping Paper 

Cut and Sewn Under- 
wear 

Glass Containers 

Cottonseed Oil 

Rayon 


November, 1937 
January, 1938 
February, 1938 


April, 1938 
June, 1938 


HicH Points 


April, 1937 Cement 

June, 1937 Cast Iron Boilers 
Roofing 

August, 1937 Vitrified Paving Brick 

November, 1937 Brick 

December, 1937 Lumber 
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An entrance to the floor where three- 
quarters of the number of shares sold on 
this country’s security exchanges are traded. 






NUMBER of partners of leading 
brokerage and banking houses 
met at the New York Stock Exchange 
last June, at the invitation of President 
William McChesney Martin, Jr., to 
consider the problem of unemployment 
among employees of member firms. 
A Committee on Replacement was ap- 
pointed which, after careful study, 
found that 472 firms had discharged 
6,979 men and women between January 
I, 1937, and June 15 of this year, and 
that only about 3,400 of this number 
had found other employment. The 
Committee also estimated that if turn- 
over on the New York Stock Exchange 
should average 500,000 shares a day for 
the rest of this year, almost 2,000 addi- 
tional employees might be released 
by these concerns by December. 
Member firms of the New York 
Stock Exchange, it has been estimated, 
employed more than 125,000 persons in 
1929. They employed only 51,740 per- 
| sons on January 1, 1937, and today the 
a number may be less than 40,000. 
. The action of the New York Stock 
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EXCESS CAPACITY IN 
WALL STREET? 


Faced with what promises to be a lasting contraction in 
the volume of security trading, brokerage houses—and with 


them the New York Stock Exchange—consider ways of 


further deflating brokerage machinery or increasing revenue. 


JULES I. BOGEN 


Professor of Finance, New York University 


Exchange in organizing a committee 
of leading members to tackle the unem- 
ployment problem within its own or- 
ganization was unprecedented. It em- 
phasizes, as do the comparative totals 
of employment among member houses 
just cited, that the securities business 
today is under severe pressure because 
of lack of volume. This business failed 
to participate to a significant extent in 
the 1933-1937 recovery, and it has 
proved one of the most vulnerable 
in the current depression. This raises 
the question whether a lasting deflation 
has occurred in this type of business, 
rather than a temporary depression. 
If this is so, then it is necessary for 
those engaged in the security business 
either to adapt themselves to a perma- 
nently reduced volume of trading or 
to seek new sources of revenue. 


New York’s Share 


The New York Stock Exchange was 
responsible for 72 per cent of the num- 
ber of shares sold on security exchanges 
in this country during the year ended 
June 30, 1937. Statistics of trading on 
that exchange thus furnish a repre- 
sentative index to the volume of share 
trading over a period of years. The 
stock exchange plays a far smaller réle 
in trading in bonds, because the bulk 
of the turnover in listed bonds occurs 
off the exchange among bond dealers 
and institutional investors. 
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Until 1925, when the “Coolidge 
boom” really got under way, the largest 
number of shares ever traded on the 
exchange during a year was 318,000,- 
000 in 1919. In the 1919 to 1924 period, 
which itself witnessed a higher average 
volume of turnover than any preceding 
similar era, the average turnover for a 
five-hour day was less than 1,000,000 
shares. During the six years 1925-1930, 
the daily turnover averaged almost 
3,000,000 shares. 

Needless to say, a great expansion 
of the machinery of the securities busi- 
ness was needed to take care of this 
greatly increased turnover. In 1929, 
the number of members of the New 
York Stock Exchange was increased 
from 1,100, a figure which had re- 
mained unchanged since 1879, to 1,375. 
A total of 1,658 branch offices were 
maintained by member firms. 

The volume of turnover on the New 
York Stock Exchange naturally de- 
clined steadily from 1929 to 1933 as the 
depression deepened. In the latter 
year, active speculation stimulated by 
the abandonment of the gold standard 
and business recovery caused an in- 
crease in the turnover, but thereafter 
trading dwindled further. During the 
current year to date, trading on the 


1 The actual turnover on the stock exchange is gener- 
ally about 15 per cent greater than that reported, due 
to transactions in odd lots by odd-lot dealers not con- 


summated on the floor of the exchange and the “‘stopping”’ 
of stock by dealers who match buying and selling orders 
on the basis of prices on the floor of the exchange, as 
permitted under certain conditions, 

























New York Stock Exchange has been 
at an annual rate of only about 250,- 
000,000 shares, or the smallest since 
1923. For weeks at a time, the average 
daily turnover has been less than 500,- 
ooo shares, 

When trading volume is so small, a 
majority of brokerage houses lose 
money on their operations. Many of 
the expenses of the brokerage house, 
including rent, statistical service, etc., 
are overhead in character. Beyond a 
certain point, therefore, it becomes very 
dificult or impossible to deflate ex- 
penses. While brokerage houses do 
not publish earnings reports, it is a pre- 
vailing view in Wall Street that only a 
small proportion of the houses make a 
profit from their brokerage depart- 
ments when the volume of trading is 
materially below 1,000,000 shares. 

For certain houses, the brokerage 
business is virtually a “loss leader,” in 
that they depend chiefly upon profits 
from underwriting, trading of their 
own, investment management, or com- 
modity brokerage business for their 
revenues. But with earnings from 
underwriting and trading of their own 
restricted recently, and with the Securi- 
ties and Exchange Commission advo- 
cating the segregation of the brokerage 
business from all dealing in securities 
at wholesale and retail, most member 
firms probably will have to look chiefly 
to additional commission business to 
place their operations in the black 
again. 

In seeking an answer to the question 
whether the severe contraction in the 
volume of security trading will prove 
lasting, two aspects of the problem must 
be considered. First, was the turnover 
in the late Twenties abnormally large, 
so that a sharp contraction was inevi- 
table in any event? Secondly, to what 
extent does the new system of Federal 
regulation of the security business curb 
trading volume? 

Popular participation in security 
speculation during the late Twenties 
occurred on a scale unprecedented in 
the history of the country. We had 
had great land booms and stock mar- 
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Attending the machinery of security-trading—the securities themselves (above), floor 
posts (below), and board rooms (right)—are only one-third of those so employed in 1929. 


ket booms in the past, but never before 
had it embraced so many millions of 
persons. A combination of favorable 
factors, such as the popularization of 
security investment by the Liberty Loan 
campaigns during the war, caused great 
numbers of individuals to buy stocks 
for cash and on margin for the first 
time in their lives. When the inevitable 
day of reckoning came and severe losses 
were incurred, the popularity of se- 
curity speculation naturally suffered. 

History tells us of similar periods of 
reckless popular speculation in the past, 
such as the South Sea Bubble in Eng- 
land early in the eighteenth century. 
Such great speculative booms are not 
apt to recur at frequent intervals. 
Hence, regardless of statutory restric- 
tions, a protracted contraction in the 
volume of security trading was prob- 
ably inevitable following the boom 
of the Twenties and the subsequent 
drastic deflation. 

The legal restrictions that have been 
imposed, however, tend not only to 
make impossible a recurrence of the 
kind of boom we had in the Twenties, 
but also to bring about a lasting and 
severe further contraction in the vol- 
ume of security trading. The more 
important of these restrictions are: 


1. The security market boom of the 
Twenties was made possible in large 
measure by the use of bank credit for 
the purchase of securities on a wholly 
unprecedented scale. On October 1, 
1929, stock exchange members alone 
were the borrowers of the fantastic 
total of $8,549,000,000 for the carrying 
of securities for themselves and custo- 
mers. Previous to the boom, their bor- 
rowings had never gone above $2,000,- 
000,000. The banks similarly expanded 
direct security loans to customers on a 
vast scale. 

The Securities Exchange Act of 1934 




















authorizes the Board of Governors of 
the Federal Reserve System to limit the 
percentage of the market value of regis- 
tered securities that may be loaned by 
banks and brokers. At present the 
maximum that may be loaned is 60 
per cent, which is tantamount to re- 
quiring a 40 per cent minimum initial 
margin. It has been as low as 45 per 
cent, making the margin 55 per cent. 

The knowledge that minimum mar- 
gin requirements can be lifted at any 
time by the Federal Reserve authorities, 
and that they were in fact raised re- 
peatedly when the market was rising 
in 1936 and 1937, has thus far acted as 
an effective check upon an expansion 
of security loans. It is very significant 


that during the extensive 1935-1937 
rise in the stock market the rise in 
security loans was comparatively negli- 
gible, borrowings by members of the 
Stock Exchange barely exceeding 
$1,000,000,000 at the peak. 

Furthermore the Banking Act of 
1933 authorizes the Federal Reserve 
Board to limit the percentage of a 
bank’s capital and surplus that may be 
loaned on securities. While this power 
has never been used, it could be em- 
ployed if needed to prevent security 
loan expansion. 

2. The provisions of the Securities 
Exchange Act of 1934 prohibiting vari- 
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ous types of manipulation of security 
prices tends to reduce turnover. Pool 
operations in the past not infrequently 
greatly stimulated trading activity in 
particular issues. 

3. The Securities and Exchange 
Commission is seeking to limit trading 
for their own account by exchange 
members, for it wants to create as far 
as feasible exclusively an “investors’ 
market” for securities. Members are 
now responsible for about 20 per cent 
of the turnover, and in the past they 
probably originated even a larger share 
of the business. The SEC favors 
eventual segregation of Stock Ex- 
change members into separate groups 
of brokers who execute orders for 
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others exclusively and dealers who 
trade for their own account. This 
would probably restrict member trad- 
ing a good deal further. 

4. Trading in stocks of their com- 
panies by officers, directors, and large 
stockholders, popularly known as “in- 
siders,” is restricted and discouraged by 
the Securities Exchange Act of 1934. 
Such persons must now report trans- 
actions monthly, and profits made 
upon stocks of their companies resold 
within six months after purchase are 
recoverable by the corporations. 

Another force which has tended to 
reduce the volume of trading has been 
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heavy and unequal taxation of turn- 
over profits, particularly for persons of 
large incomes. Until the Revenue Act 
of 1938 was enacted, net turnover 
profits were subject to normal income 
and surtaxes, while net turnover losses 
could be deducted froia other taxable 
income only up to $2,000. The Revenue 
Act of 1938 permits a flat tax of 15 per 
cent to be paid on turnover profits, and 
liberalizes the allowable deduction for 
net turnover losses in certain particu- 
lars. Hence, tax considerations will 
not discourage stock trading in the 
future as much as they did during the 
past few years. 

The legal restrictions described above 
may cause the volume of turnover in 
the New York Stock Exchange to re- 
main indefinitely at unremunerative 
levels for brokerage houses as they are 
now organized. Despite the extensive 
deflation that has already taken place 
in the Wall Street machinery, the rank 
and file of brokerage houses cannot 
make a profit when the daily turnover 
averages materially less than 1,500,000 
shares. But when trading dwindles to 
the neighborhood of 500,000 shares 
daily, as in recent weeks, most broker- 
age houses suffer considerable oper- 
ating losses. 


Two Paths 


Unless the brokerage business is to 
confront the prospects of further pain- 
ful deflation through a process of at- 
trition due to operating losses, remedial 
measures must be taken. The avail- 
able remedies fall into two main 
groups. 

First, a program can be undertaken 
for the orderly further contraction of 
the brokerage machinery, so that a re- 
duced number of houses with less per- 
sonnel could handle the present or even 
a smaller volume of business profitably. 
Secondly, brokerage houses could seek 
to increase their revenues by taking 
steps to expand the volume of turnover 
on the stock exchange or by raising 
commission rates. 

Advocates of each remedial program, 
as well as those who feel that the ulti- 














mate solution is to be found by resort- 
ing to both simultaneously, are nu- 
merous in Wall Street today. Let us 
consider each group of remedies in 
greater detail. 


The Way of Deflation 


Several specific proposals for effect- 
ing an orderly further deflation of the 
brokerage machinery have been given 
serious discussion, and some of them 
are already in operation. The most im- 
portant of such remedies are: 

1. A reduction in the number of 
stock exchange seats from the present 
total of 1,375 (increased from 1,100 in 
1929, when the “New Era” was ex- 
pected to last a long time). A com- 
mittee of the New York Stock Ex- 
change has made a report on this 
subject, suggesting that a fund be pro- 
vided with which to purchase and re- 
tire a number of memberships, thus 
leading to a reduction in the number 
of members competing for the available 
business. 

2. The use of periodic or term settle- 
ments for transactions, in place of daily 
settlements. Since September 1 of this 
year, ordinary stock exchange trans- 
actions have been settled only twice a 
week, instead of daily. A material re- 
duction in clerical work and expense 
is thus sought. 

3. A number of brokerage houses 
are now considering a plan for carrying 
on their clerical work in one central 
office, while each house otherwise main- 
tains its individual identity. This will 
permit, it is thought, substantial fur- 
ther operating economies. 

4. It is proposed to change the 
method of compensating customers’ 
men from a straight salary to a com- 
mission basis, to reduce overhead ex- 
penses. This would require a change 
in the constitution of the exchange, 
which now forbids the commission 
basis of compensation. 

5. The establishment of a central 
delivery system for stocks, along lines 
suggested by Chairman Douglas of the 
Securities and Exchange Commission. 

There can be little question that if 
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the average daily volume of turnover 
remains below 1,000,000 shares, interest 
in this approach to a solution of the 
problem will grow. 

On the other hand, if chief emphasis 
is to be placed upon expanding the 
revenues of stock exchange members 
to support the present or larger organi- 
zations, there are a number of things 
which can be done to increase both the 
volume of turnover and the income de- 
rived from:each transaction. 

The volume of trading on the ex- 
change can be increased by the follow- 
ing measures: 

1. An increase in the number of 
listed issues, to shift to the floor of the 
exchange a part of the trading now 
conducted over-the-counter or on out- 
of-town exchanges. There were listed 
on the New York Stock Exchange, at 
the beginning of this year, 1,259 stock 
issues of 859 companies. A recent study 
showed that there were some 800 addi- 
tional concerns other than banks and 
insurance companies in the United 
States and Canada whose stocks could 
be listed under the present exchange 
listing standards, which favor a mini- 
mum capitalization of upwards of 200,- 
000 shares, assets of at least $5,000,000, 
and annual earnings of at least $500,000. 
Most of these issues, furthermore, are 
already listed on some other exchange. 
Accordingly, the listing of securities of 
smaller companies, as is done by the 
London Stock Exchange, may be neces- 
sary if turnover on the New York Stock 
Exchange is to be expanded by a sub- 
stantial increase in the number of listed 
issues. 


Offset 


The policy of permitting trading on 
out-of-town exchanges in issues already 
listed in New York,,if a considerable 
local trading interest exists, will tend to 
offset such an expansion of the list and 
reduce turnover on the New York 
Stock Exchange. 

2. The adoption of measures to 
bring to the floor of the exchange a 
larger proportion of the trading in listed 
bonds. It has been estimated that only 
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about 15 per cent of the turnover in 
listed bonds is consummated on the 
floor of the exchange, the rest taking 
place over-the-counter. Admission of 
banks and non-member investment 
houses as associate members of the ex- 
change and splitting of commissions 
with non-members are among the steps 
under consideration to bring to the 
floor of the exchange transactions that 
do not now reach it. 

Commission rates on the New York 
Stock Exchange were raised by an 
average of 11 per cent at the beginning 
of this year, after a protracted struggle. 
A number of brokers are now con- 
vinced that the stock exchange will be- 
come increasingly an investors’ rather 
than a speculators’ market. Long-term 
investors are far less disturbed by high 
commission rates than in-and-out 
speculative traders. Hence, it is argued 
that a considerable further increase in 
commission rates is in order. 


Service Charges 


The same object can be attained by 
the imposition of service charges on 
clients to supplement commissions. 
Some time ago, an effort was made to 
impose uniform service charges on 
small accounts, but this was not gen- 
erally adopted. However, several 
houses now carry small accounts only 
if fees are paid, as in the case of small 
checking accounts. A number of 
brokerage houses have set up invest- 
ment counsel departments, in which 
fees are charged specifically for invest- 
ment advice and investment manage- 
ment, services that were frequently 
given free in the past in return for com- 
mission business. 

While trading in already issued se- 
curities constitutes the major portion 
of the security business, the wholesale 
and retail distribution of new issues 
is a second basic function which it 
performs. 

Apart from financing by the Federal 
Government, new security flotations 
have suffered a decline fully comparable 
with that which has taken place in 
stock exchange trading. During the 
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six years 1925-1930, the average volume 
of new capital issues was $8,958,000, 
ooo. In the four years 1934-1937, de- 
spite the numerous refunding opera- 
tions which were made possible by 
unprecedentedly low interest rates pre- 
vailing, new flotations averaged $4,488,- 
000,000, 2 drop of almost 50 per cent. 
During the current year, a considerable 
further contraction has occurred. 

The machinery for distributing new 
securities has contracted far more 
sharply than that devoted to security 
trading. Many wholesale and retail 
houses have withdrawn from business. 
Numerous brokerage houses have given 
up departments devoted to this func- 
The Banking Act of 1933 ac- 
celerated the process of deflation by 
requiring banks to liquidate or dispose 
of security affiliates. Such organiza- 


tion. 


tions, exemplified by the National City 
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Company and the Guaranty Company 
of New York, were responsible for 
more security underwriting in 1930 
than all other investment houses com- 
bined. The 1933 statute also required 
private bankers like J. P. Morgan & 
Company to abandon either the se- 
curity or the deposit banking business, 
and forbade bank underwriting of new 
issues of corporate securities. 


Conclusion 


At the moment, there is more thought 
being given to an expansion of the 
underwriting machinery than to its 
further deflation. It is proposed that 
the Banking Act of 1933 be relaxed 
to permit banks to resume underwrit- 
ing of corporate issues under certain 
restrictions. 

Few sections of our economy par- 
ticipated so generously in the boom of 


the Twenties as did the securities busi- 
However, owing not only to 
legislative restrictions but to economic 
forces, security trading failed to par- 
ticipate in the recovery from tl 

pression to any significant extent, and 


ness. 


the dwindling turnover points to a last- 
ing contraction in the volume of such 
business. 

While a considerable deflation of the 
brokerage machinery has already oc- 
curred, this process must be carried 
further or revenues must be increased 
if the business is to be profitable with 
an average daily turnover on the New 
York Stock Exchange of less than 
1,000,000 shares. The New York Stock 
Exchange, under its new management, 
is tackling this problem from both 
these angles with vigor, and substantial 
progress is likely to be achieved in the 
near future. 
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PRICING POLICIES and 
CUSTOMER CLASSIFICATION 





HERE is a principle taught in 

every elementary economic class 
known as “The Law of Single Price.” 
This “economic law” declares that in 
any given market at any given time, 
a given commodity can sell at only one 
price. The logic back of it is that it 
must be so, because no buyers will enter 
the market at a higher price and no 
sellers will consider a lower price than 
that which prevails at the moment. 
This law cannot be disproved, but it 
can easily be shown that its necessary 
assumptions are so narrow that it does 
not establish universally the simple 
price situation which it appears to 
imply. The phrase “given commodity” 
must be interpreted to mean not only 
an identical product but also identical 
terms, conditions, and considerations 
involved in the contract of sale; and 
the phrase “given market” is not solely 
a geographical concept but also must 
be narrowed down to refer to more or 
less similar buyers. The fact is that 
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many commodities have extremely 
elaborate price structures, so that at a 
given moment of time very wide differ- 
entials may exist. One of the main 
types of differential is according to 
classes of customers. 


Single Price 


In the case of those raw materials 
where organized markets exist, and 
also in most retail establishments, no 
distinction is made between customers. 
The product is placed in the market for 
sale and the price is no respecter of 
persons. There is no individual bar- 
gaining looking toward an adjustment 
of price in connectign with some indi- 
vidual transaction or particular buyer. 
Of course, there are important excep- 
tions even within these areas, such as 
the case of automobiles and radios, 
where the flexible character of the 
trade-in allowance opens the door to 
old-fashioned bargaining. However, 
for nearly all products at retail, the law 
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of single price controls—one price at 
a given moment at a given point of sale. 

This is not true of the price patterns 
in many manufacturing industries. 
Here, customers are frequently classi- 
fied on one basis or another and price 
differentials or discounts according to 
class are recognized and even tradi- 
tional. Thus, at any given moment 
of time a manufacturer may be selling 
an identical product at ten different 
prices, even without including the fur- 
ther complications which may arise 
from freight, delivery, packaging, 
credit terms, and other possible causes 
of variation. 

There is no standard form of custo- 
mer classification. Wide differences 
appear in various industries. However, 
the form taken is usually some variation 
or development of the basic distinctions 
among four types of customers. First, 
and usually receiving extremely favor- 
able treatment, are other manufacturers 
who use the product as an integral part 
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of their final products, such as tires for 
automobile manufacturers, electric 
flashlight batteries for toy manufac- 
turers, flexible cords for wiring device 
manufacturers, radio tubes for radio 
manufacturers, and electric motors for 
refrigerator manufacturers. The sec- 
ond level includes those who take the 
product for resale to other distributors, 
such as wholesalers, jobbers, dealers, 
and the like. The third level includes 
retailers, those who sell to the ultimate 
consumer. The fourth level includes 
those customers who are, in fact, con- 
sumers. This consumer group would 
include such cases as the sale to insti- 
tutions, as hotels or the Government, 
as well as direct sale by manufacturer 
to individual consumer. There are a 
few additional classes which do not 
come within this general pattern, but 
which appear only in special cases as, 
for example, special discounts to edu- 
cational institutions in the case of prod- 
ucts such as electric motors and arc 
welding apparatus. 


Sub-classes 


On this simple skeleton, a most elab- 
orate structure may develop with the 
creation of innumerable sub-classes. 
Classes may be created with the only 
distinction being location (at one time 
radio tubes carried a special discount 
for dealers in the New York metro- 
politan area). Wholesalers who carry 
stock may be distinguished from those 
who purchase only for direct delivery 
to their customers. Frequently, sub- 
classes provide a concealed form of 
quantity discount (flexible cords at one 
time had a distinction between chain 
stores A and chain stores B; radio tubes 
distinguished between dealers selling 
600 per year and those below). Sub- 
classes may be based on various other 
distinguishing characteristics, such as 
consignment purchasing, warehousing, 
activity in promotion, and the like. In 
one unusual case, a customer classifica- 
tion was based on whether or not the 
buyer had been a customer for more 
than ten years. The user of this classi- 
fication claimed that it made a fairly 


accurate distinction between more de- 
sirable customers, and a new and rela- 
tively unstable group of buyers. 

It should not be assumed for a minute 
that customer classifications are always 
exact and neat devices. They may ap- 
pear to deal clearly with all problems 
of price differentials, while still per- 
mitting considerable flexibility. A class 
such as “large dealers” or “mass dis- 
tributors” leaves many border-line cases 
where the seller can enter into indi- 
vidual negotiations. In other cases, the 
structure may not be complete, but may 
leave some of the more important cus- 
tomers unclassified, permitting special 
discounts. Where publicity was re- 
quired in connection with mandatory 
price-filing under certain NRA codes, 
some recalcitrants filed such blind en- 
tries as “50 per cent discount at manu- 
facturer’s option.” Nevertheless, even 
in such cases the classification scheme 
does at least provide a base from which 
individual bargaining must proceed. 

Back of these complicated classifica- 
tion structures lie certain basic con- 
siderations. To the superficial eye it 
might look as if the manufacturer’s job 
was the same regardless of who the 
customer might be—the product has to 
be made and either made available at 
the shipping door or delivered at desti- 
nation. However, the fact is that there 
are a number of functions involved in 
the movement of commodities which 
can be performed by any one of several 
people involved in the process. Thus, 
for example, the warehousing of goods 
at central distribution points may be 
handled by the manufacturer or by a 
wholesaler, or the product may require 
installation or servicing. Obviously, 
the manufacturer can afford to pay in 
the form of a discount whenever the 
wholesaler undertakes any one of these 
variable functions. 


Other Influences 


Another element in the establish- 
ment of differentials relates to those 
functions in which the manufacturer 
has a special interest, such as a special 
discount to customers whose promo- 
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tion activity warrants special encour- 
agement. A third consideration enters 
when the manufacturer finds that his 
costs are regularly different in connec- 
tion with sales to various types of cus- 
tomers. One class may involve a greater 
credit risk. Some other group may not 
require the same amount of selling ef- 
fort. Under this same heading are 
classifications which are, in fact, con- 
cealed quantity discounts, such as the 
recognition of a customer class of “mass 
distributors.” 


Special Markets 


Fourth are the classifications which 
apply to special markets in which 
peculiar conditions may exist, as in 
the sale of automobile tires to auto- 
mobile manufacturers, or in sales to 
municipalities. Finally are the group- 
ings which arise primarily out of com- 
petitive conditions among the buyers 
and their demands to be able to com- 
pete on a fairly equal basis for the 
support of the final consumer, as well 
as their demands to be given special 
advantages. 

The underlying factors listed above 
should be sufficient to demonstrate that 
customer classification does not neces- 
sarily evolve according to any rational 
plan for the wisest price structure, in 
terms of an equitable or efficient organ- 
ization of the distribution process. As 
a matter of fact, it is frequently impos- 
sible to justify the existing price pattern 
in any given industry on strictly eco- 
nomic grounds. At least four factors 
bear on the development of customer 
classification and, unfortunately, may 
help to make it depart from what 
might seem to be the most desirable 
set-up. 

The first is the factor of inertia. 
Customer classifications tend to be- 
come traditionalized and frequently 
continue year after year without vari- 
ation, even though the character of the 
customers and their activity may 
change. The second is the fact that 
competitors force each other into estab- 
lishing new and inconsistent customer 
classes, for whenever a special conces- 


















sion is made to some group of buyers 
by one seller, the tendency is for it to be 
generalized quickly throughout the in- 
dustry. Thus, two manufacturers, each 
with a rational customer classification, 
may force each to adjust to the other, 
creating an absurd net combination of 
the two systems. The third is the im- 
pact of the buying groups themselves. 
Their success, and even survival, may 
depend upon the differential of their 
purchase prices, and where bargaining 
power exists they may try their best to 
impress it on the price structure. Final- 
ly, there is the force of law. Only in 
recent years has the problem of cus- 
tomer classification been subject to spe- 
cific legal requirement, but the Robin- 
son-Patman Act now sets very definite 
limits on the differential treatment of 
classes of buyers. 

The Robinson-Patman Act neither 
requires nor prohibits the establish- 
ment of price differentials. Rather it 
fixes limits beyond which preferential 
treatment of any favored group may 
not go. The basic criterion adopted is 
that of cost, the burden of proof being 
placed on the seller to show that his 
discounts do not exceed savings which 
he obtains from the particular class of 
customer in terms of manufacturing, 
selling, or delivery outlay. The detailed 
application of the law must await the 
outcome of judicial decision, but the 
emphasis which it places on cost must 
be recognized by all those who are con- 
cerned with the defense of any par- 
ticular scheme of customer classifica- 
tion. 

One added limitation on one’s ap- 
proach to this general problem stems 
back to the Sherman Acct itself which, 
with the aid of court decisions, estab- 
lishes the impropriety of group action 
whereby an industry might agree on 
the general price pattern to be followed. 
The prohibition of price-fixing by con- 
certed action appears to have been ex- 
tended to cover agreements which re- 
late to any part of the price structure. 
In fact, a number of recent actions by 
the Federal Trade Commission have 
arisen out of attempts to define or con- 





trol distribution channels. This means 
that an industry with a confused and 
disorganized customer classification 
situation, cannot deal with it in com- 
bination, but must hope that the situ- 
ation will gradually clear, through the 
processes of individual and indepen- 
dent action. 


Free Action 


In this connection, it is important to 
realize that the power of business life 
or death lies in customer classification. 
Our legal insistence on independent 
action is usually justified as a protection 
against arbitrary control over our eco- 
nomic evolution by groups of sellers, 
or even by pressure exerted by some 
strong buyer group. If sellers were 
allowed to agree that wholesalers, who 
customarily received a 10 per cent dis- 
count, were to receive only 5 per cent, 
it is Obvious that many wholesalers 
would find life exceedingly difficult. 
Or some industry might decide that it 
would encourage middlemen, placing a 
high cost on all direct sales, thus forcing 
the product to flow through whole- 
salers’ hands. Under our present prin- 
ciples of economic operation, such arbi- 
trary adjustments cannot be permitted, 
but rather the interaction of indepen- 
dent judgment is assured to keep price 
structures in fairly reasonable form. 

From the point of view of manage- 
ment policy, the legal restrictions de- 
scribed above do not provide guides, 
but rather establish limits beyond 
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which the business man may not go. 
Further limits may be imposed by tra- 
dition and by the behavior of his com- 
petitors. Nevertheless, there frequent- 
ly remains an appreciable area for the 


exercise of judgment. Basically, he 
must recognize much more than the 
legally sanctioned factor of costs. He 
must concern himself with more or less 
intangible values. After all, customer 
classification is one of the methods of 
capturing and maintaining one’s place 
in the market. A decision must be 
made as to preferred channels of dis- 
tribution, and then the price structure 
must be modified accordingly. If he 
wants to develop chain-store distribu- 
tion, then his price structure can assist. 
If he prefers small independent retail 
distribution, he must favor the whole- 
sale-retail channel. A wise customer 
classification can help develop the en- 
terprise toward whatever ends seem 
desirable. 

Finally, customer classification can 
provide an escape from the process of 
individual bargaining. However, if it 
is to do so, it must be clearly defined 
and strongly held. It should not be 
subject to whim or continual shift. Of 
course, it should have occasional re- 
vision. But above all, once any classi- 
fication is established, it should be 
carefully maintained. Otherwise, con- 
cessions based on short-run: expediency 
will destroy the value of any attempt 
to establish and maintain an orderly 


price structure. 
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MOVING DAY AGAIN—BUT NOTHING 
IS DONE ABOUT IT 


JOHNSON HEYWOOD 


N OR ABOUT May 1 

and October 1 of every 
year from two-thirds to three- 
quarters of the inhabitants of 
most American cities chuckle 
over whimsical newspaper yarns 
about Moving Day. They are 
the ones who have renewed 
their leases on the old home for 
another year. 

The stories don’t seem laugh- 
able to the third or quarter of 
the population who are trying 
to move. You can’t see any- 
thing funny in nibbling a 
sketchy cold snack (the gas 
hasn't been turned on yet), 
while perched on the edge of a 
bath-tub (the paper-hangers 
haven't finished with the din- 
ing-room), by the light of a 
candle (the electric company is 
sorry but its man won’t be able 
to connect the meter until to- 
morrow). And you won't even 
be able to go to bed for several hours. 
The movers are here with your furni- 
ture all right, but it will be midnight 
before your bed is set up, for five other 
vans are lined up ahead of yours wait- 
ing a chance at the service elevator. 
And while your van waits, your moy- 
ing bill is soaring above the estimate 
because you are paying for it by the 
hour, whether a wheel turns or not— 
which doesn’t add a bit to your appre- 
ciation of these excruciatingly comic 
circumstances. 

No one seems to know for sure how 
arbitrary moving days started. One 
real estate man, who has read a bit of 
anthropology, lays Spring population 
shifts to the wanderlust which notori- 
ously grips us when the sap begins to 


rise. Some take to the brake beams, 
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When moving is concentrated in a period of two weeks, 
in some cities in the Spring, in others in the Fall, labor 


holds a powerful weapon—the threat of a walkout. 


some hitch up the trailer, but mostly 
we simply phone the van company and 
move around the corner. 

The Autumnal movement, appar- 
ently, has less a biologic and more an 
economic basis. Until recently build- 
ing was an exclusively warm-weather 
activity. Ground for apartment houses 
was broken in the Spring and con- 
struction was pushed to get the job 
finished before cold weather. Conse- 
quently the shiny new dwellings were 
ready for discontented tenants by early 
October. 
year, each new apartment house added 
to the reservoir of tenants who could 
change landlords only on October 1. 

But whether the concentration of 
moving into one or two short seasons 
is due to biologic or economic causes, 


Since most leases run for a 
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it results in an unavoidable eco- 
nomic waste. Not that mere 
moving is uneconomic. If its 
sole purpose were change of 
scene, the expenditure would be 
as economically sound as money 
spent for any kind of travel. If 
the move brings happiness it is 
as much an economic good as a 
day at the beach, an evening at 
the theater, or a visit to the zoo. 

It is the extra cost caused by 
the highly seasonal concentra- 
tion that constitutes the waste. 
It is a small waste compared to 
some for which we have to pay 
the bill, but big enough to be a 
noticeable tax on tenants and 
several lines of business—one 
tax which is not levied by gov- 
ernment and which could be 
avoided. Unlike some wastes, 
it does no one any good. 

Every merchant or manufac- 
turer whose business is even in 
the least seasonal knows how expensive 
and wasteful intermittent operation is. 
Equipment stands idle, eating its head 
off in overhead expense. The whole 
year’s profits must be made in a short 
time, operating at high pressure. Good 
workmen, who can produce at low cost, 
must be laid off during the off-seasons 
and may not be available when they 
are next needed. ‘Ihe peak load must 
be carried partly by inexperienced or 
inefficient help who spoil work and 
damage machines, and must often be 
paid high over-time rates although actu- 
ally they are not worth the regular 
scale. 

The peaks of no other business com- 
pare with the short, sharp overloads 
that are imposed on the real estate 
people, van companies, painters, deco- 























rators, and some others by our an- 
nual or semi-annual fence-jumping to 
greener pastures. 

It is not possible to state exactly how 
many people move, either at peak 
periods or at other times, for it is very 
difficult to find adequate data. Figures 
from various sources such as gas, elec- 
tric, and telephone companies, however, 
show beyond doubt that serious peaks 
do exist. Monthly averages of the num- 
ber of changes made by electrical com- 
panies in 23 cities (see chart at right) 
show two readily discernible peaks. 
These figures, to be sure, are for 1927 
(a commentary on how uncharted 
these waters are), but there is no reason 
to believe that there have been impor- 
tant changes in the averages since then. 
The seasonal experience of New York 
City van owners (chart on next page) 
follows a similar pattern. And it is 
to be remembered that these peaks are 
concentrated in about two weeks at 
each moving period. A committee of 
real estate men who looked into the 
New York City conditions in 1936, re- 
ported that 500,000 tenants had moved 
during twenty-four hours on October 1 
of that year. The report added, “It 
was considered a ‘quiet’ moving day.” 


THE TIMING OF MIGRATION 
IN 23 CITIES 


(As indicated by electric companies’ 


orders to turn on current) 

















HUNDREDS OF CONTRACTS 
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Now what do these intensified moy- 
ing periods mean to the tenants and 
businesses affected by them? 

In New York City the hourly rate 
for a van is seven dollars an hour dur- 
ing all of the year except the two mov- 
ing seasons. At those times it is twelve 
dollars an hour. During the off sea- 
sons, there is seldom any delay in get- 
ting elevators, so the tenant pays only 
for productive time. Waits of three 
to six hours are not uncommon during 
rush periods. Another extra expense 
is the damage to furniture which, be- 


The moving-day rush brings high rates 
for van owners, but their equipment 
has been idle during most of the year. 
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cause unskilled help is called in to 
pinch hit for the movers, is much 
greater in the moving season than at 
other times. A van owner ina medium 
size Mid-western city estimates that 
the toll on the tenant is double if he 
moves May 1 or October 1. 

Raising the hourly rates during the 
rush season is not a manifestation of 
thuggery on the part of the van opera- 
tors. It is, rather, a necessary obser- 
vance of the adage to “make hay while 
the sun shines.” If they could keep a 
quarter as many vans reasonably busy 
the year around they would make much 
more money at the low rate. Several 
van owners to whom I talked insist 
that they would get out of the mov- 
ing business entirely if they could. 
But they can’t because ownership of 
vans is essential to their principal busi- 
ness, which is the storage of household 
goods. 

One storage and moving company 
in New York City operates 25 vans 
overtime for a couple of weeks, but on 
the average can keep only eight busy 
during the rest of the year. There is 
so little use for vans most of the time 
that one company takes out full-year 
motor vehicle licenses for only the half 
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year in which October 1 falls, thus 
making some saving on license fees. 
If the Fall moving season started on 
October 1 instead of ten days or so 
earlier, this concern could make a fur- 
ther saving by taking out a three 
months’ license running from October 
1 to December 31. Statistics gathered 
by one association of van owners in- 
dicate that on an average it is possible 
to operate a van only 100 working days 
a year. A van operator in Rochester 
has records which show that all of his 
equipment is idle half of the time. 

Most van owners have tried to find 
uses for their vans in off seasons, but 
the cards seem to be stacked against 
them. A little business is picked up 
in some towns by helping out retailers 
with their Christmas rush of deliveries. 
Most ordinary trucking is out of the 
question, for vans, and their equipment 
in the way of quilts and pads must be 
kept almost spotlessly clean. That pre- 
cludes using them for most general 
hauling. Formerly, they could get oc- 
casional jobs hauling clean freight from 
depots to the consignee, but the adop- 
tion of store-door delivery by the rail- 
roads has done away with that fill-in 
business. 


Contractors 


Since practically all apartments have 
to be cleaned, painted, and redecorated 
between the time one tenant moves 
out and the next one moves in, con- 
tractors and their employees are under 
heavy pressure. Overtime rates have 
to be paid for labor, work is apt to be 
skimped and most of it is done by in- 
competent workers who can find jobs 
only when almost anyone who is physi- 
cally sound enough to hold a brush is 
worth trying. 

It is evident that concentrated mov- 
ing, with the consequent dire need for 
workmen, provides labor with a power- 
ful weapon—the threat of a walkout 
at the most crucial time of the year. 
It has been frequently used. In 1936 
there were strikes by workers in the 
painting trade, by floor scrapers and 
finishers just before the Fall moving 





day in New York. Again, in 1938 
a walkout of 4,000 members of the 
Packers and Furniture Handlers Union 
halted the movement of 2,100 vans at 
the height of the Spring hegira of 
householders. 

But it is significant that the unions— 
most of them—are willing to give up 
this effective weapon in exchange for 
more uniform year-round employment. 





movers. Neighborhood merchants 
often have to employ skip chasers to 
run down old customers to their new 
lairs. The telephone company has to 
revise its lists of subscribers and print 
new directories. 

But the ones who suffer most from 
the economic waste caused by periodi- 
cal mass movements seem to be the 
building owners and their rental agents. 


Moves sy Leapinc New York Ciry VAN Owners, FROM May, 1937, 
To JULY, 1938 


(Reported to the Moving and Storage Stabilizing Committee) 
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They have, in New York, joined with 
the van owners in forming The Mov- 
ing and Storage Stabilization Commit- 
tee which, under a collective labor 
agreement sets up machinery for 
gathering figures as to the seasonal 
nature of their business, and doing 
something about it. 

Other businesses are affected, but, 
except for the real estate interests, their 
troubles are minor. Gas and electric 
companies have to expand their crews 
of service men to disconnect and con- 
nect the service, but usually this is taken 
care of by transferring regular em- 
ployees from other jobs, temporarily. 
Merchants who sell by mail have to 
make wholesale revisions of their mail- 
ing lists. Milk companies and the like 
have to expand their field forces and 
work them hard and long to collect 
from the outgoers and sign up the in- 
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The owner of rental property suffers 
direct, measurable money losses both 
in lost income and added expense. 
When an undue number of leases ex- 
pire on one date, an apartment that is 
not rented as of that date is pretty apt 
to remain unrented from then to the 
next season—that is from October 1 
to May 1, or vice versa. Shrewd 
tenants know this and it is not unheard 
of for them to put up at a hotel, or bet- 
ter yet, land on the old folks, for a 
couple of weeks after their leases expire, 
secure in the knowledge that some 
owner who has been left holding the 
bag will give them a lower than stand- 
ard rental, or a few months free rent. 

Painting and decorating contractors, 
who have to pay extra high wages at 
the peak periods, quite rightly charge 
more for their work than they would 
at other seasons. Redecorating costs 

















are therefore exorbitant, and too often 
the work is poorly done with the result 
that the tenant is dissatisfied and the 
building depreciates more rapidly than 
it otherwise would. 

Renting agents suffer both nervously 
and financially. The earning power of 
a rental office is concentrated in a couple 
of months a year. With such short 
periods for negotiating leases they rent 
fewer apartments than they might and 
in desperation often have to take some- 
what undesirable tenants. 

Really good rental employees want 
year-round work and will not take 
short jobs. Therefore, the rental office 
has to be satisfied with drifters who 
can’t get permanent positions to handle 

| the peaks. The salesmen are apt to 
be poor negotiators and slipshod or 
unscrupulous in their methods, for they 
have no permanent stake in the busi- 
ness. The vast amount of clerical work 
caused by rental peaks often makes 
necessary hiring temporary clerks, 
which adds to the expense and fre- 
quently tangles the records. 
The question now arises, “In the 
light of all these facts—we assume they 
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TRIANGLE 


Having a van at the front door is not necessarily enough if you are a migrating apart- 
ment dweller; while others are using the service elevator you wait and pay by the hour. 


are facts—why doesn’t someone do 
something to abolish this nuisance, 
which is also an economic waste? Why 
not have leases start and expire evenly 
throughout the year? Who wants two 
arbitrary moving days a year anyway?” 

It is perfectly evident that if leases 
throughout a city were staggered so 
that about the same number expired 
each month, the peak loads would be 
greatly reduced. Rental offices, vans, 
contractors, and workmen would be 
uniformly engaged at their work the 
year round. It might not be desirable 
to have leases expire during the Sum- 
mer months when many people are 
out in the country. Besides, few tenants 
care to move at that time, nor on Janu- 
ary 1 because of the holidays. But 
the rest of the year—for say nine 
months—the moving could readily be 
uniform in volume. 

Occasional efforts have been made to 
stagger lease expirations. Back in 1927, 
in Chicago, everybody concerned got 
real het up about Moving Day. A 
propaganda organization called the 
Chicago Homes Economic Council was 
set up to educate one and all on the 
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disadvantages of concentrated moving 
days and the wholesome condition that 
would come with staggered leases. The 
Council was backed by the Real Estate 
Board, property owners, movers, con- 
tractors, merchants’ associations, vari- 
ous groups of business men, and the 
public utilities. 

A five-year campaign was laid out 
to include radio talks, newspaper pub- 
licity items and editorials, a speakers’ 
bureau, and the distribution of educa- 
tional leaflets and signs admonishing 
tenants to demand off-season leases. 
Many large rental agencies added to 
their newspaper advertising a notice, 
“Any Time Is Renting Time. We 
Write Yearly Leases from the First of 
Any Month.” 

The Council even sent persuasive 
arguers around to all rental offices to 
convince the bosses that they had every- 
thing to gain and nothing to lose by 
staggering their leases. 

Three years later the Chicago Real 
Estate Board triumphantly announced, 
“Less than 28 per cent moved during 
April and September combined. Sev- 
enty-two per cent moved in the remain- 
ing ten months. Moving on May 1 
and October 1 has been reduced by 
more than 75 per cent. Formerly 20,- 
ooo families moved on May 1, while 
during 1929 ‘May Day’ showed less 
than 6,000 families on moving vans.” 


Relapse 


It certainly looked, eight years ago, 
as though Chicago were really getting 
somewhere in its efforts to stagger 
leases and eliminate moving day as an 
institution that no one wanted. Then 
when it seemed that its purpose had 
been accomplished the Board discon- 
tinued the stagger-lease program. It 
maintains that those efforts have had 
lasting effect. Another real estate or- 
ganization with offices in Chicago tells 
a very different story: “As a matter 
of fact, the campaign undertaken sever- 
al years ago and carried on so success- 
fully was allowed to fall by the wayside. 
Nothing has been done over a period 


(Continued on page 47) 
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Heat continues to vie with primaries for headlines. ... Agitation against NLRB gains 
momentum.... Czech war scare reflected in foreign exchange and foreign and domes- 
tic stock markets as month closes. ... World wheat markets fluctuate at seasonal lows. 


1 Jury deadlock ends Harlan, Ky., mine case in mistrial. 18 RoosEvELT pledges aid to Canada in case of attack. 


19 MaRiTIME Commission signs agreement to buy go per cent of 


5 One million New Yorkers welcome Aviator Corrigan. 
voting stock in Dollar Lines. 


Japan ships $5,800,000 of gold to this country to meet costs of 20 Franco rejects British proposal for withdrawal of volunteers in 

war with China. Treasury announces that it is preparing for a Spain. Daladier declares France must abandon 40-hour week. 

8 review of the entire question of Federal taxation for the next 

; session of Congress. Queen Mary establishes new westbound 
record of 3 days, 21 hours, 48 minutes. 

22 Hutt again asks Mexico to arbitrate land seizures. 


Russia and Japan declare truce in border dispute. Lufthansa’s , E J cr : 
11 Brandenburg completes Berlin-New York flight in new record of 24 RosweLt Macitt resigns as Under-Secretary of Treasury. Hitler 
24 hours, 58 minutes. guarantees Hungary's border. 


{ ; : i HARLAN coal agreement signed, presaging peace. Adolf A. Berle, 
PRESIDENT returns to Washington following three-week cruise ys Jr., resigns as Assistant Secretary of State. Hitler warned by 
12 and cross-country tour. National Emergency Council reports Britain. 

South is Nation’s “No. 1 economic problem.” 


29 Srocks tumble in widest decline since March 29. Lewis rebuked 
14 SovieT Foreign Office accuses Japan of violating truce on Siberia by UAW unions. 
border. 





Praceruc settlement of Harlan Labor trial. London empowers 
15 30 envoy to warn Germany of war in Czech crisis. French cabinet 


a) “Re wy ¢ , »e > > 1 ~ “ 1 Tew lar 
Tria of Tammany leader James J. Hines starts in New York. virtually abandons go-hour week. 
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16 ICC orders minimum trucking rates in New England and Central 31 Ram. wage mediation collapses; strike threatened. Equalization 
West, effective early in October. Fund permits pound to reach new three-year low of $4.85. 
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TREND OF BUSINESS 


PRODUCTION ... PRICES. . 


. TRADE . . . FINANCE 


Despite war clouds over Europe, domestic business sentiment 
continued good and recovery proceeded cautiously. Reports 
for early September indicated an extension of the upward 


trend in industry. 


Trade shook off Summer dullness as 


expenditures responded to the improvement in consumer 
incomes. Activity in stock exchanges reflected the financial 
uncertainty which grew out of the developments abroad. 


HE tension prevailing in Europe 

had a decided effect on foreign 
trade but failed to be more than a 
slightly restraining influence in the ad- 
vance of domestic recovery. August 
and early September reports indicated 
a more than seasonal rise in business 
activity, as trade and industry con- 


Industrial Production 


Federal Reserve Board Adjusted Index 























1923-1925 = 100 

1935 1936 1937 1938 
January 90 97 114 80 
February 90 94 116 79 
March 88 93 118 79 
April 86 101 118 77 
May 85 108 118 76 
June 87 104 114 7 
July 86 108 114 83 
August 88 108 117 85° 
September 91 109 I 
October 95 110 103 
November 96 114 89 
December 101 121 84 

* Fstimated 





tinued to expand in a cautious manner. 

The effects of declines in security 
prices and in foreign exchange rates 
which resulted from the uncertainty 
of the international situation were offset 
in this country by a firm commodity 
price structure, gains in industry, and 
a further expansion in consumer in- 
comes. 

August reports showed industrial 
production still advancing, although 
the rate of increase was somewhat 


from July to August increased from 
449,511 bales of lint and 61,805 bales of 
linters to 561,406 of lint and 70,218 of 
linters. Silk deliveries rose from 32,593 
to 38,504 bales. August rayon ship- 
ments reached a new all-time high level, 
surpassing the record set in July. Esti- 
mates by the trade placed August shoe 
production 34 per cent above July and 
6 per cent above the corresponding 1937 
month. ‘Textiles and leather goods 
recently evidenced a mild reaction, as 
orders were postponed and buying re- 
verted to a hand-to-mouth basis, while 
traders kept in close touch with politi- 
cal developments abroad. 

Activity in the heavy industries 
showed signs of making substantial 
headway. The index of machine tool 
orders climbed during August to the 
highest point since last December. 
Steel output, too, showed heavy gains, 
as steel ingot production rose 25 per cent 


Factory Payrolls 


U.S.B.L.S. Index 











1923-1925 = 100 














, dee Z . 1935 1936 1937 1938 
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to the highest level since last October. 
The average of steel mill activity for 
the month was 42 per cent of capacity, 
and this represented quite an increase 
when compared with July’s figure of 
33 per cent. Daily production of pig 
iron rose 23 per cent from July, as 
eleven more furnaces were lighted. 

Automobile production was at low 
ebb during August, due to inventory 
calculation and model changeover in 
the factories of the major producers. 
Early September, on the contrary, 
showed a gain in activity as production 
of 1939 models began in some plants. 
Lumber orders were at a somewhat 
lower level than in July, but production 
rates continued upward. 

The construction industry continued 
to be more active than last year, al- 
though the July level was not main- 
tained. Building permits for 215 cities 
(Dun & BrapstREET) were 29 per cent 
lower in August than in July, but were 
15 per cent above last August; con- 
tracts for 37 States (F. W. Dodge) 


showed the largest volume since July, 


Department Store Sales 


Federal Reserve Board Adjusted Index 
1923-1925 = 100 


1935 1936 1937 1938 
January 76 81 93 90 
February 77 83 95 88 
March 79 84 93 85 
April 75 84 93 83 
May 74 97 93 78 
June 79 87 93 82 
July 80 91 94 85 
August 77 86 92 83* 
September 81 88 94 
October 78 90 93 
November 82 94 91 
December 83 92 89 

















* Preliminary. 


1937, 30 per cent over July, 1938, and 
12 per cent above last August. 

Governmental activities by way of 
public works programs and the FHA 
contributed heavily to the increase in 
construction. Contracts for public 
works and for residential building 
registered large contra-seasonal in- 
creases, while FHA loans reached a 
new monthly peak. 

The income of industrial workers 
mounted during the month of August; 
the index of factory payrolls (pre- 
liminary) advanced to 72.8. Farm in- 
come was impaired by the slump in 


the prices of agricultural products, and 
a 2 per cent drop from the July income 
level was estimated. Crop prospects de- 
clined somewhat also, mainly due to 
drought in the corn area, but all yields 
except Winter wheat were expected to 
be above the average. 

The cost of living, according to the 
index of the NICB, declined from 86.5 
in July to 85.9 in August, compared 
with 89.0 in August of last year. This 
index includes clothing, food, fuel and 
light, and housing. Fairchild’s index 
of retail prices, covering apparel, home 
furnishings, and piece goods, remained 
at 89.0, compared with 96.6 in August, 
1937. A survey conducted by the 
FHLB of home building costs in 70 


Wholesale Commodity Prices 
U.S BL.S. Index—1926 = 160 


June July Aug. Sept. 
Week 1938 1938 1938 1938 
1 777 77:9 78.4 77:8 
i 77.8 78.3 77-9 77-9 
III 78.4 78.9 57.4 
IV 78.2 78.7 778 
Vv 78.6 





cities revealed the fact that the trend of 
material and labor costs for construct- 
ing a standard frame house has declined 
2.8 per cent since last year. 

Department store sales fell off mod- 
erately in August. Extreme heat made 
shopping uncomfortable in the Eastern 
States, and low farm prices curtailed 
purchasing power in the West. Early 
September reports indicated that the 
Summer dullness in trade was giving 
place to a renewed Fall activity, the 
August to September gain exceeding 
that of 1937 because of the downtrend 
at this time last year. 

Buying in primary markets, as 
judged by the trend in freight-car load- 
ings and wholesale commodity prices, 
continued to show an increasing de- 
mand. Carloadings rose more than 
seasonally, and commodity prices were 
fairly steady. A slight reaction in 
commodity prices in September was 
explained by the hesitation to make 
future commitments because of the 
tense foreign situation. 


[ 31 ] 





The most striking result of the Euro- 
pean crisis as far as business in the 
United States is concerned was its effect 
on the securities markets. August stock 
trading was somewhat less active as a 
combined result of the necessity of 
digesting previous price gains and of 
uncertain conditions abroad. Turn- 


Industrial Stock Prices 
Dow-Jones Index (Weekly Average) 


June July Aug. Sept. 
Week 1938 1938 1938 1938 
1 110.11 134.28 142.72 139.47 | 
HT 114.08 136.72 140.36. 440.99 
Ill 113.03 136.77 139.35 135.00 
IV 125.39 142.39 142.85 
Vv 142.19 





over showed a drop from July of more 
than 18,000,000 shares or 46.5 per cent. 
Stock prices were erratic during Au- 
gust, but definitely slipped as war 
clouds became threatening. The bond 
market was less sensitive on the whole 
to the shifting European situation. 

Corporate financing increased; pub- 
lic utilities in particular floated new 
issues of bonds. Bond financing jumped 
ahead of last year, and represented the 
second largest total since March, 1937. 
Stock issues, however, were less numer- 
ous, and only about one-fourth as large 
as last year’s offerings. 

New York member banks reported 
weekly gains in commercial loans from 
August 3 to August 24, and declines 
from August 24 to September 14. 
Banks outside the city reported four 
weekly advances and two declines in 
the same six-week period. The in- 
creases in other banks offset the drop 
in New York, and the net gain in these 
business loans was $40,000,000. 

The Federal Reserve Board reported 
that in August the daily average of total 
deposits as well as demand deposits was 
close to the peak of 1936. The rate of 
deposit turnover, however, was lower 
than in July, standing at 25.5, compared 
with an average of 30 for the period 
from 1935 to 1937. The rate of turn- 
over measures the ratio of check with- 
drawals to demand deposits. 
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FURTHER ADVANCE IN TRADE 


The United States Trade Barometer rose to 76.0 (preliminary) in August from 75.1 (revised ) in 
July. Barometer figures are compiled by Dr. L. D. H. Weld, Director of Research, McCann- 
Erickson, Inc.; trade information is reported by 157 district offices of DuN & Brapstreet, INc. 


SECOND successive month-to-month improvement 

in trade activity was indicated by the 1.2 per cent rise 
in the United States Trade Barometer from July to August. 
Concrete evidence of an uptrend was first found in the 
July trade advance, the index in that month having made 
a 1.4 per cent gain over the June level, following a con- 
sistent decline for seven months. 

In spite of the fact that a rise in the adjusted trade ba- 
rometer indicates a more than seasonal improvement, the 
August figure showed a widening of the percentage decline 
from the corresponding month last year, a 22 per cent drop 
in August comparing with 21 per cent in July. Inasmuch 
as trade did not show a convincing downtrend until No- 
vember a year ago, however, a slightly wider dip in the 
margin of decline was not surprising. 

Reports for August from the district offices of Dun & 
Brapstreet, Inc., showed that most regions experienced an 


improvement in trade volume over July. The imminence 
of the Fall season was a primary factor in the promotion 
of more extensive wholesale buying, although retail trade 
was somewhat hampered by extreme heat throughout the 
Eastern States and by low farm incomes in the West. 
During the month of July, as indicated by the regional 
barometers, nineteen of the twenty-nine regions narrowed 
the percentage trade decline from last year. Only eight 
regions failed to show a rise in the barometer over June, 
and even in these eight regions, the decreases from 1937 
were small. The Iowa and Nebraska area, which ex- 
perienced very unfavorable trade conditions for several 
months last year, evidenced the most outstanding gain, as 
an 18.8 per cent rise in the barometer placed this region in 
the best comparative position in the country, only 4 per 
cent below last July. This same area made the highest 
previous gain, its 5.6 per cent rise from May to June being 
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at that time the greatest advance recorded since last year. 

Indianapolis and Louisville, St. Louis, Denver, and Los 
Angeles also showed substantial June-to-July increases in 
trade, as the barometers rose approximately 10 per cent in 
those regions. The gains, on the whole, were of larger 
proportions than those registered in the preceding month. 
Eight regions during July bettered June’s regional record. 
Declines in trade activity, on the contrary, were small. 
The greatest drop was seen in the Chicago area, where 
the barometer fell 3.5 per cent. The other declines aver- 
aged between 1 and 2 per cent. 

Geographically, changes in the trade picture were quite 
evident. New Orleans shared the best comparative posi- 
tion with Iowa and Nebraska. About half the regions, 
covering the greater part of the territory of the United 
States, showed average declines from last year of 10 to 20 
per cent. As bumper crop prospects continued, the West 
and South were found in better positions relative to 1937 
than was the Northeast, with Middle Western areas show- 
ing the greatest improvements. 


THE MAP AND TABLE compare the July, 1938, indexes with those 
for the same month a year ago. In the column at the extreme right 
of the table there is indicated the relative importance of the regions: the 
figures are percentages of national retail trade from the 1935 Census of 
Business. 

THE INDEXES for the regions (charted, with U. S., from 1928, on 
pages 34-37; figures for August, 1937, through July, 1938, on page 34) are 
composites based on: bank debits (Federal Reserve Board), department 
store sales (Federal Reserve Board), new car registrations (R. L. Polk & 
Company), and life insurance sales (Life Insurance Sales Research Bureau). 
In regions 2, 3, 4, 5, and 14, wholesale sales (Department of Commerce), 
and in region 2, advertising linage (Editor and Publisher), which were 
found to make those indexes more accurate, are included. In region 15, 
department store sales have been omitted. Each index is separately adjusted 
for seasonal variation and for the number of business days in each month. 
All are comparable. The monthly average for the five years 1928-1932 
equals 100. The preliminary figure for the United States (the last month 
charted below) is computed one month before the regional figures are 
available. 

THE PARAGRAPHS printed opposite the 29 regional charts quote 
figures for July based on samples of department and retail stores report- 
ing to the Federal Reserve banks; for August and for the first half of Sep- 
tember based on opinions and comments of business men in various lines of 
trade, gathered and weighed by the local DuN & BrapstREET offices in 
making up their estimates. 
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REGIONAL TRADE BAROMETERS 


REGION 


U. S. 


NEW ENGLAND 


NEW YORK CITY 


ALBANY AND 
SYRACUSE 


BUFFALO AND 
ROCHESTER 


NORTHERN NEW 
RSE 


JERSEY 
PHILADELPHIA 


PITTSBURGH 


CLEVELAND 


CINCINNATI AND 


COLUMBUS 


INDIANAPOLIS 
AND LOUISVILLE 


CHICAGO 


DETROIT 


MILWAUKEE 


MINNEAPOLIS 
AND ST. PAUL 


IOWA AND 
NEBRASKA 


ST. LOUIS 
KANSAS CITY 
MARYLAND AND 


VIRGINIA 
NORTH AND 


SOUTH CAROLINA 


ATLANTA AND 
BIRMINGHAM 
FLORIDA 
MEMPHIS 

NEW ORLEANS 
TEXAS 

DENVER 

SALT LAKE CITY 
PORTLAND AND 
SEATTLE 


SAN FRANCISCO 


LOS ANGELES 


Regional 
Index _ 


75.1 


66.7 


67.3 


69.5 


66.9 


71.9 


8 


3 


88.4 


74.4 


66.4 


76.5 


86.0 


84.6 


82.1 


91.3 


91.0 


94.3 


95.4 


78.7 


92.2 


103.0 


96.8 





July 1938 Retail 
Compared with 1935 
July 1937 1%) Sales 
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REGIONAL TRADE 
REGION ..cccoceccee isabaewnewetees U. S. I 
1937 
BORE snc wheresvense < 96.3 80.0 
September 93.8 81.4 
October . ° 90.6 77-3 
November ° oo 92.3 80.8 
December .....- obaceee cecccccccoecs gl.2 78.7 
1938 

FORBATY & occcsvcessesnces Sse denbesen 84.8 76.0 
February .. 80.2 74.0 
March... 79-4 79.3 
April. . cr.» 76.7 70.4 
DERY 2s vevesecccenene cveceoccsocesoce 74-9 66.5 
June ... Snebesecenbeoessesessece 74.8 67.8 
July . . cccccccccccccvees TTT TT TTT Te 75.1 60.7 
REGION 15 16 
August... 85.1 90.8 
September .. 88.4 90.3 
October .... 78.5 97.2 
November .. 76.4 90.3 
December . 81.4 90.0 
January . 86.9 90.8 
February . 76.1 80.9 
March .. 70.6 77.0 
ADC . ccsccccccvccccccccsoseecccces 71.4 76.9 
DAT Do ch phevebsendspuaseesetane ase 67.4 79.0 
JURE cccccccccecccvscee Jeeskbevakoe 71.2 74.4 
July 2c covvccscvccccvesesessesooess . 84.6 82.1 


1. New ENGLAND 

JULY, 66.7 JUNE, 67.8 JULY 1937, 83.7 
Juty—Percentage department store sales decreases 
from previous July: Boston 10, Providence 17, New 
Haven 13. Avcust—Percentage retail trade de- 
creases from previous August: Bangor 10, Portland 
5, Manchester 0, Boston 5, Springfield 15, Provi- 
dence 3, New Haven 15. Wholesale trade de- 
creases: Portland 12, Boston 10, Springfield 15. 
Payrolls and production generally below last year; 
steady in Portland and Manchester; some gain 
shown in month. Cotton textile manufacturing 
improving. Woolen mills steady. Shoe manufac- 
turing active. Collections steady to slow. Serp- 
TEMBER—Small gains noted in manufacturing 
activity. Retail trade bolstered by demand for 
school supplies and by Summer close-out sales. 


3. ALBANY AND SYRACUSE 

JULY, 78.4 JUNE, 73.2 JULY 1937, 97.2 
Juty—Percentage department store sales decreases 
from previous July: Syracuse 14, Northern State 13, 
Central State 20. Aucust—Percentage retail trade 
changes from previous August: Albany —10, 
Binghamton 0, Gloversville +-1, Utica —8, Syra- 
cuse —15. Wholesale trade changes: Albany 0, 
Syracuse —10. Hay, grain, and fruits abundant; 
prices low. Payrolls and production steady to be- 
low 1937. Syracuse automotive industry im- 
proved. Utica textile demand spotty. Increased 
production noted in Binghamton shoe industry; 
level of activity even with last year. Collections 
fairly steady. SEPTEMBER—Payrolls showing slow 
but steady increase; labor troubles at a minimum. 
Advance of Fall season shows trade improved. 


5. NortHerN New Jersey 
JULY, 67.3 JUNE, 63.2 JULY 1937, 90.1 
Juty—Northern New Jersey department store sales 
16% below previous July. Aucust—Newark re- 
tail volume 8% below previous August; wholesale 
trade off 2%. Bank clearings 11% below last year 
in Newark, down 17% in Northern New Jersey. 
(Continued directly opposite) 


BAROMETERS 


— Regional 
s Variation. 


3 4 
96.3 89.5 
95.2 85.7 
g2.1 83.2 
92.9 82.6 
89.8 81.5 
85.9 78.0 
83.2 74-5 
78.5 70.7 
78.9 68.4 
775 67.4 
73.2 64.1 
78.4 67.0 
18 19 
105.5 107.8 
108.1 110.5 
102.8 100.4 
105.2 95-9 
105.0 103.6 
95.6 99.1 
93.2 92.9 
89.5 90.2 
95-5 85.8 
88.9 91.8 
90.6 92.1 
91.3 91.0 

1930 1932 


Corrected for 


96.9 
98.3 
94-3 


Seasonal 
1928-32=100 


1938 
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1938 





‘ x REGIONS 1-5 
9 10 II 12 13 14 
III. 113.0 96.0 108.9 100.5 98.9 
110.1 109.3 91.9 110.3 100.8 100.3 
108.0 105 1 87.8 107.1 100.1 99.0 
98.4 103.1 90.3 92.0 98.9 98.7 
95-3 100.7 92.3 85.9 98.2 93.0 
90.8 92.9 89.1 76.9 93-3 93.8 
88. 87.7 81.8 72.7 88.4 89.2 
81.5 85.1 83.8 67.8 91.6 87.5 
82.5 89.0 76.5 63.4 85.6 91.5 
80.0 81.4 75.3 61.1 vy fot 85.2 
79.1 80.5 77.1 63.0 76.9 80.4 
81.3 88.4 74-4 66.4 76.5 86.0 
24 25 26 27 28 29 
119.6 111.4 106.4 99.6 101.9 100.8 
115.0 108.3 100.4 96.1 95.1 94.1 
106.9 110.1 99.8 91.6 93.8 95.6 
110.0 107.7 97.3 90.3 100.6 99.4 
114.7 105.0 98.6 87.6 97.0 94.2 
115.8 97-5 89.2 83.7 88.3 87.4 
110.5 95-9 88.9 80.6 82.0 84.0 
103.1 96.6 81.2 76.9 97.4 76.6 
100.3 92.6 84.4 78.0 82.0 82.4 
99.9 91.9 86.6 75.2 84.0 79.8 
99.5 87.5 80.9 76.4 81.8 81.9 
103.0 96.8 81.1 74.5 86.2 89.7 


2. New York City 
JULY, 65.9 JUNE, 64.5 JULY 1937, 86.8 
Juty—Percentage department store sales decreases 
from previous July: New York City 13, Bridgeport 
16, Westchester-Stamford 16. Aucust—Percent- 
age retail trade decreases from previous August: 
Bridgeport 10, New York City department store 
sales 6, parcel deliveries 8, hotel sales 11. Bank 
clearings 10% below last year in New York, down 
only 2% in Westchester County. New York City 
employment up 11% from July level; payrolls 
show gain of 12%. Retail trade rather slow at 
Summer’s end; hot weather and security market 
hesitation contributed to lack of interest on part 
of consumers. Collections slow. SEPTEMBER— 
Wholesale reorders of women’s apparel at high 
level. Retail sales above 1937.season. 


4. BuFFALO AND RocHEsTER 
JULY, 67.0 JUNE, 64.1 JULY 1937, 89.5 
Juty—Percentage department store sales decreases 
from previous July: Buffalo 20, Rochester 5, Ni- 
agara 16. Aucusr—Percentage retail trade changes 
from previous August: Buffalo—Rochester—El mira 
—8, Jamestown +6. Buffalo wholesale trade off 
7%. Crop situation generally good; some damage 
due to heavy rains; prices fair to higher. Produc- 
tion and payrolls below last year; up from July in 
Buffalo and Elmira, steady in Rochester, down in 
Jamestown. Buffalo steel production above na- 
tional average, at 49% of capacity. Collections 
slower than year ago; steady in month. SEPTEM- 
BER—Buffalo steel rate maintained at relatively 
high position. Slight increase noted in the volume 
of retail sales. 


Production and payrolls down from year ago; in- 
crease shown in month. Volume of building per- 
mits considerably above July level; show gain over 
level of last year. Collections better than last 
August; steady in month. SEpTEMBER—Silk mills 
in Paterson closed by strike; early settlement ex- 
pected. Cooler weather and reopening of schools 
combined to raise level of retail trade. 
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6. PHILADELPHIA 
JULY, 69.5 JUNE, 70.4 JULY 1937, 91.4 


Juty—Percentage department store sales decreases 
from previous July: Trenton 8, Philadelphia 13, 
Scranton 1, Wilmington 3. AuGust—Percentage 
retail trade decreases from previous August: Tren- 
ton 4, Allentown 15, Philadelphia—York 12, Read- 
ing-Johnstown 10, Wilkes-Barre 7, Williamsport— 
Harrisburg 5; Scranton retail trade up 5%. 
Philadelphia wholesale trade off 18%. Potato 
yield heavy; truck crops improved; wheat crop a 
failure. Payrolls and production generally below 
1937; up in Scranton and Allentown due to re- 
sumed coal operations and increased activity in 
steel and textile plants. Collections slow. Serp- 
TEMBER—Manufacturers’ orders increased. Clear, 
cool weather aided wholesale and retail trade. 


8. CLEVELAND 

JULY, 71.9 JUNE, 71.6 JULY 1937, 104.4 
Juty—Percentage department store sales decreases 
from previous July: Cleveland 21, Akron 28, To- 
ledo 23. AuGust—Percentage retail trade decreases 
from previous August: Cleveland 12, Akron 24, 
Canton 40, Lima 19, Toledo 20. Wholesale trade 
decreases: Cleveland 12, Akron 2, Toledo 20. Crop 
situation good in spite of lack of rain; prices firm, 
below 1937. Production and payrolls below year 
ago; steady to up in month. Steel and machine 
tool industries active; improvement noted in safety 
glass and automotive lines. Collections slower than 
last year; steady in month. SEPTEMBER—Auto- 
motive lines report increased activity. Residential 
building shows gains. Retail and wholesale trade 
more active. 


10. INDIANAPOLIS AND LoUISVILLE 
JuLy, 88.4 JUNE, 80.5 JULY 1937, 116.9 
JuLy—Percentage department store sales decreases 
from previous July: Louisville 17, Indianapolis 7, 
Fort Wayne 13. AuGust—Percentage retail trade 
decreases from previous August: Louisville—Fort 
Wayne-Terre Haute 15, Evansville—Indianapolis 
10. Wholesale trade Louisville 25, 
Indianapolis 20. Corn crop yield excellent; prices 
low; tobacco damaged somewhat by rains. Pro- 
duction and payrolls somewhat higher than year 
ago, except in Fort Wayne, where agricultural 
machinery and electrical appliance manufacturing 
showed declines. Furniture, veneer, and allied 
lines reported active. Collections slow. SEPTEM- 
BER—Manufacturing operations unchanged since 
August. Retail and wholesale trade above 1937. 


decreases: 


12. Detroit 

JULY, 66.4 JUNE, 63.0 JULY 1937, 115.5 
Juty—Detroit department store sales 30% below 
previous July. Aucusr—Percentage retail trade 
decreases from previous August: Detroit 25, Grand 
Rapids 15, Saginaw 30. Wholesale trade decreases: 
Detroit 25, Grand Rapids 12. Crops better than 
last year; prices lower; farm income about same. 
Production and payrolls down from year ago; up 
in month. Re-employment in automcbile parts 
and accessory lines; General Motors plants inactive 
during change-over, operations to be resumed in 
September. Collections slow in comparison to Jast 
year; steady since July. SeprEMBER—Volume of 
wholesale trade nearly even with last year. In- 
creased factory payrolls and Government spending 
strengthened retail sales rise. 
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7. PirrspuRGH 

JULY, 66.9 JUNE, 67.3 JULY 1937, 97.3 
Juty—Percentage department store sales decreases 
from previous July: Pittsburgh 19, Wheeling 15, 
West Virginia State 14. AuGust—Percentage re- 
tail trade decreases from previous August: Erie 20, 
Pittsburgh 25, Youngstown 35, Clarksburg—Hunt- 
ington 10, Parkersburg 15, Charleston 5, Bluefield 
19. Wholesale trade decreases: Erie 12, Pittsburgh 
25, Charleston 5. Crop yields normal in most 
sections. Payrolls and production down from 1937; 
up in Youngstown. Steel operations advanced. 
Glass and chemical activity slightly up in month; 
plants still fairly idle. Collections slow. SEpTEM- 
BER—Machine tool industry shows production ex- 
pansion. Seasonal pick-up in retail trade, particu- 
larly in apparel lines. 


g. CINCINNATI AND CoLuMBUS 
JULY, 81.3 JUNE, 79.1 JULY 1937, 107.8 
Juty—Percentage department store sales decreases 
from previous July: Cincinnati Dayton 21, 
Columbus 10. AvuGust—Percentage retail trade 
decreases from previous August: Cincinnati 10, 
Portsmouth 15, Dayton 12, Springfield 30, Colum- 
bus 8, Zanesville 20. Wholesale trade decreases: 
Cincinnati 15, Columbus 20. Farming conditions 
favorable to crops; corn yield heavy; wheat average; 
fruit normal. Production and payrolls below year 
ago, but steady to increasing in month, except in 
Springfield, where agricultural machinery output 
declined. Steel industry active; machine tool orders 
at low level. Collections slow. SEPTEMBER— 
Machine tool and office equipment manufacturing 
Retail trade somewhat spotty. 


12 


“> 


more active. 


11. CHICAGO 


JULY, 74.4 JUNE, 77.1 JULY 1937, 97-4 
Juty—Percentage department store sales decreases 
from previous July: Chicago 13, Peoria 7. AuGusT 
—Percentage retail trade decreases from previous 
August: Chicago 8, Rockford 20, South Bend 35. 
Peoria retail trade up 5%. Chicago wholesale trade 
off only 4%. Corn prospects excellent; some rain 
Canners’ packs of peas and beans Jarge; 
prices low. Production and payrolls compared 
to 1937: steady in Peoria and Chicago, down in 
South Bend and Rockford. Automotive lines im- 
proved. Strike hampering Rockford furniture 
trade. Collections steady with last year. SEPTEM- 
BER—Little change in industrial conditions. Fall 
and school demands aided wholesale and retail 
trade volumes. 


needed. 


13. MILWAUKEE 
JULY, 76.5 JUNE, 76.9 JULY 1937, 99.8 


Juty—Milwaukee department store sales 149% be- 
low previous July. Aucust—Percentage retail trade 
decreases from previous August: Milwaukee 13, 
Madison 0, Green Bay 1. Milwaukee wholesale 
trade off 10%. Excellent growing weather re- 
sulted in best crops in years; corn yield very good; 
prices low. Production and payrolls down from 
last year in Milwaukee; steady in Madison and 
Green Bay. Shoe manufacturing and other con- 
sumer lines more active than durable goods; heavy 
machinery output low. Paper mills and cheese 
processing plants in Green Bay operating at normal 
capacity. Collections steady. SEPTEMBER—Farm 
equipment sales at State Fair reported largest in 
years. Retail trade more active. 























REGIONAL TRADE 
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14. MINNEAPOLIS AND St. PauL 


JULY, 86.0 JUNE, 80.4 JULY 1937, 101.4 
Juty—Department store sales in the district 5% 
below previous July. Aucust—Percentage retail 
trade changes from previous August: Duluth—Fargo 
0, Minneapolis —3, Butte 20, St. Paul—Sioux Falls 
—5, Billings +5, Great Falls +10. Wholesale 
trade decreases: Duluth 0, Minneapolis—Great Falls 
10. Good wheat and hay yields; North Dakota 
€orn prospects poor; farm prices very low. Pay- 
rolls and production below last year. La Crosse 
rubber mills advanced to four-day week. Duluth 
ore shipments up slightly. Gain in furniture and 
flour production in Minneapolis. Collections slower 
than 1937. SEPTEMBER—Wholesale volume nearly 
even with 1937. Consumer buying stimulated by 
cool weather and State Fair activities. 


16. St. Louis 
JULY, 82.1 JUNE, 74.4 JULY 1937, 99.9 


Juty—Percentage department store sales changes 
from previous July: St. Louis —8, Springfield 
(Mo.) +6, Quincy —9. Aucust—Percentage re- 
tail trade decreases from previous August: St. Louis— 
Quincy 5, Springfield (Mo.) 6, Springfield (Iil.) 
13. St. Louis wholesale trade off 18%. Vege- 
table crops good; fruits affected by frost; farm prices 
fair in St. Louis, low in Quincy and Springfield 
(Mo.). Payrolls and production below last year; 
steady to up since July. Shoe and chemical indus- 
tries show greatest gains for month. Quincy plants 
still on part-time. Collections fairly steady. SeEp- 
TEMBER—Wholesale volume slightly improved, 
though below last year. Increase in retail trade, 
particularly in furniture. 


18. MARYLAND AND VIRGINIA 
JULY, 91.3 JUNE, 90.6 JULY 1937, 106.6 
Juty—Percentage department store sales decreases 
from previous July: Baltimore 8, Washington 2, 
Richmond 5. Aucust—Percentage retail trade 
changes from previous August: Baltimore—Rich- 
mond —5, Washington +2, Norfolk +3, Lynch- 
burg +5, Roanoke —10. Wholesale trade 
changes: Baltimore —8, Norfolk +-2, Richmond 
—18. Excessive rains reduced crop yields except 
in Baltimore district, where yield was above aver- 
age. Payrolls and production generally below 1937; 
steady in Baltimore and Norfolk; up in Lynchburg. 
Shoe and overall manufacturers reported increased 
orders. Textiles showing seasonal advance. Collec- 
tions steady. SEPTEMBER—Industry more active. 
Wholesale trade spotty. Retail volume improved. 


20. ATLANTA AND BIRMINGHAM 
JULY, 94.3 JUNE, 91.8 JULY 1937, 110.1 
Ju_ty—Percentage department store sales decreases 
from previous July: Atlanta 1, Birmingham 10, 
Montgomery 9, Chattanooga—Nashville 26. AuGcust 
—Percentage retail trade decreases from previous 
August: Atlanta—Chattanooga 6, Augusta—Colum- 
bus—Montgomery—Knoxville 0, Macon 7, Savan- 
nah-Nashville 10, Birmingham 20. Wholesale 
trade decreases: Atlanta 12, Birmingham 25, Nash- 
ville 5. Tobacco crop good; cotton prospects below 
expectations due to weevil damage and low prices. 
Payrolls and production steady to below year ago. 
Textile mills active. Collections fairly steady with 
last year. SEPTEMBER—Reopening of schools and 
general improvement in business activity and em- 
ployment raised level of wholesale and retail trade. 
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REGIONS 14 - 21 





15. lowa AnD NEBRASKA 
JULY, 84.6 JUNE, 71.2 JULY 1937, 882 


Juty—Omaha department store sales 1% above 
previous July. Aucust—Percentage retail trade 
decreases from previous August: Burlington- 
Dubuque-—Lincoln 10, Cedar Rapids 5, Davenport 
25, Waterloo 2, Des Moines 15, Sioux City 4, 
Omaha o. Wholesale trade decreases: Sioux City- 
Des Moines 10, Omaha 9. Corn and hogs in good 
condition; oats yield low; prices fair to low. Pro- 
duction and payrolls steady to down from last year; 
steady to up since July. Increases noted in furni- 
ture production, meat packing, building, and food 
processing lines. Heavy industries even with 1937. 
Collections steady to slow. SEPTEMBER—Grain 
shipments above 1937. Dollar-day sales successful; 
retail trade active. 


17. Kansas City 

JULY, 83.4 JUNE, 84.3 JULY 1937, 102.3 
Ju_ty—Percentage department store sales decreases 
from previous July: Kansas City 9, Wichita 13, 
Oklahoma City 5, Tulsa 3. AuGcust—Percentage 
retail trade decreases from previous August: Kansas 
City-Topeka—Wichita 10, St. Joseph 8, Tulsa 2. 
Wholesale trade decreases: Kansas City 13, Okla- 
homa City 21. Grain and corn crops good; fruit 
yield low; prices down. Payrolls and production 
below last year; steady since July. Widespread un- 
employment in crude oil industry; petroleum out- 
put off from year ago. Collections vary: slow in 
Kansas City, Oklahoma City, and St. Joseph; steady 
in Wichita and Tulsa; better in Topeka. SEPTEM- 
BER—Manufacturers’ orders ahead of last year. 
Wholesale trade slow. Retail volume greater. 


19. NortH AND SoutH CarROoLINA 


JULY, 91.0 JUNE,Q2.I JULY 1937, 107.0 
Juty—Percentage department store sales decreases 
from previous July: North Carolina 10, South 
Carolina 7. Aucust—Percentage retail trade 
changes from previous August: Asheville —3, 
Winston-Salem —2, Charlotte +2, Raleigh —5, 
Wilmington 0, Charleston—Greenville —10, Colum- 
bia +5. Wholesale trade changes: Wilmington- 
Charleston 0, Winston-Salem —10. Crops in good 
condition; prices fair. Payrolls and production 
fairly steady with last year. Tobacco manufactur- 
ing and textile plants on full-time. Furniture 
production spotty due to cancellation of orders. 
Collections fair. SEPTEMBER—Building permits 
fell below last year. Retail trade volume 10% 
above August; 15% above year ago. 


21. Fiorina 

JULY, 95.4 JUNE, 103.0 JULY 1937, 108.0 
Juty—Florida department store sales 14% below 
last July. Aucust—Percentage retail trade decreases 
from previous August: Jacksonville 5, Miami 8, 
Tampa 12. Wholesale trade decreases: Jackson- 
ville 4, Tampa 20. Citrus crop large and in good 
condition; shipments began early. Other crops not 
in season. Production and payrolls above last year 
in Tampa; down in Miami; steady in Jacksonville, 
two major cigar manufacturers reporting increases 
in production. Jacksonville bank clearings up 
since July; customs receipts set new record at high- 
est figure since March, 1937; building permits far 
above 1937. SEPTEMBER—New $1,000,000 col- 
lege construction project to begin. Gains noted in 
retail trade; level still about 5% below 1937. 
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22. Mempuis 
JULY, 78.7 JUNE, 77.7 JULY 1937, 92.6 


Juty—Percentage department store sales changes 
from previous July: Memphis —s, Fort Smith +1, 
Little Rock —1. AuGcust—Percentage retail trade 
decreases from previous August: Memphis-—Little 
Rock 10, Fort Smith 0. Memphis wholesale trade 
off 10%. Hot spell reduced boll weevil danger; 
cotton production over Government quota; picking 
well under way; quality good, but prices very low. 
Production and payrolls below year ago; steady to 
up in month. Lumber orders heavy. Manufac- 
turers of work clothing report good activity. Fur- 
niture industry operating at level about 30°% below 
last year. Collections slow. SEpTEMBER—Cotton 
harvest expected to bolster trade; department store 
sales above last year. 


24. TEXAS 


JULY, 103.0 JUNE, 99.5 JULY 1937, 117.5 
Juty—-Percentage department store sales decreases 
from previous July: Dallas-Fort Worth 6, Houston 
3, San Antonio 5. AuGust—Percentage retail trade 
decreases from previous August: Dallas—Wichita 
Falls-Waco-Shreveport 10, Fort Worth 9, Lub- 
bock-El Paso o, Houston 5, Galveston—Austin 
2; San Antonio retail trade up 9%. Whole- 
sale trade decreases: Dallas 10, Houston 3, San 
Antonio-Fort Worth 9, Shreveport 15. Cotton 
and wheat crops short, due to drought and Govern- 
ment control; prices low. Production and payrolls 
steady to below 1937. Oil industry fairly active. 
Lumber prices low. Collections steady to slow. SEp- 
TEMBER—Moderate improvement in oil industry. 
Low farm income prospects depressed retail trade. 


26. Sar Lake City 

JULY, 81.1 JUNE, 80.9 JULY 1937, 100.5 
Juty—Salt Lake City department store sales 3% 
below previous July. Aucust—Salt Lake City re- 
tail trade 11% below previous August; wholesale 
trade off 7%. Large wheat crop in intermountain 
territory. Yields of potatoes, beans, and other crops 
also high; prices extremely low. Production and 
payrolls below last August; employment off ap- 
proximately 10 to 12%. Bank clearings about 
18% below August, 1937. Building permits 
showed 30% increase over last year. Collections 
steady to poorer in comparison with a year ago; 
better than in July. SterEMBER—Employment 
gained; still about 15°% below 1937. Wholesale 
volume close to last year. Retail sales increased to 
level about 5°% below year ago. 


28. San Francisco 

JULY, 86.2 JUNE, 81.8 JULY 1937, 100.0 
Juty—San Francisco—Oakland department. store 
sales off 7% from previous July. Aucust—Per- 
centage retail trade decreases from previous August: 
San Francisco 10, Sacramento 4, Fresno o. San 
Francisco wholesale trade off 179%. Sugar beet, 
apricot, and peach crops below average; flax and 
figs in good condition; prices low. Sugar beet 
acreage increased as new mills opened. Payrolls 
and produetion generally below 1937. Fresno fruit 
industry active. San Francisco steel and lumber 
showed increases. Strikes closed 125 warchouses 
in San Francisco Bay area; retail store strike 
threatened. Collections slow. SEPTEMBER—Re- 
tail store strike a reality; warehouses still closed; 
trade situation handicapped by labor troubles. 
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- - REGIONS 22 - 29 





23. New OrLEans 
JULY, 92.2 JUNE, 88.4 JULY 1937, 95-9 


Juty—New Orleans department store sales 4% be- 
low previous July. AucGust—Retail trade changes 
from previous August: New Orleans 0, Jackson— 
Meridian —10. New Orleans wholesale trade even 
with previous month. Cotton yield heavy in some 
sections, below expectations in others; cane grow- 
ing satisfactorily; farm prices fair. Production and 
payrolls steady to below last year. Oil well develop- 
ment continues heavy, with fields in new areas. 
Lumber industry off in month. Public works 
projects increasing. Collections steady to slow in 
comparison with last year. SEPTEMBER—Southern 
pine mill orders above 1937. Wholesale dry goods 
and notions trade unchanged. Department store 


é 


sales 2°, above last year. 


25. DENVER 

JULY, 96.8 JUNE, 87.5 JULY 1937, 112.7 
Juty—Denver department store sales 7% below 
previous July. Aucust—Percentage retail trade 
decreases from previous August: Denver 8, Albu- 
querque 15. Fall merchandise continued in mod- 
erate demand. Denver wholesale trade off 14%; 
Market Week activity greater than in 1937. Crops 
in good condition except in bean farming district; 
prices low; farm income about 12% below last 
year. Production and payrolls below last year; 
steady since July, with gradual improvement evi- 
denced. Coal mining at standstill. Collections 
slow in comparison with last year; steady in month. 
SEPTEMBER—Cattle range and pasture conditions 
best since 1930. ‘Tourist season closed with satis- 
factory showing. Retail trade shows gain. 


27. PoRTLAND AND SEATTLE 

JULY, 74.5 JUNE, 76.4 JULY 1937, 97-9 
Ju_ty—Percentage department store sales decreases 
from previous July: Seattle 9, Tacoma 7, Spokane 
8, Portland 8. Aucust—Percentage retail trade 
decreases from previous August: Seattle 12, Spo- 
kane 6, Portland 10. Wholesale trade decreases: 
Seattle 33, Portland 10. Good yields of grain and 
fruit; considerable grain held in storage because 
of low prices. Yakima Valley and Seattle butter 
and egg dealers dependent on Government aid. 
Production and payrolls below last year; steady in 
month. Logging and fishing at a standstill. Air- 
plane and lumber manufacturing industries active. 
Collections slow. SEPTEMBER—Employment at 
highest point this year. Lumber production still 
rising. Retail trade up. 


29. Los ANGELES 


JULY, 89.7 JUNE, 81.9 JULY 1937, 100.9 
Juty—Percentage department store sales decreases 
from previous July: Los Angeles 11, Phoenix 1. 
Aucust—Percentage retail trade decreases from 
previous August: Los Angeles 12, San Diego 4, 
Phoenix o. Los Angeles wholesale trade off 10%. 
Hardware, electrical goods, and builders’ supplies 
orders increased. Fruit crops larger than average; 
deciduous fruit prices very low due to smaller pack 
by canners. Production and payrolls below 1937. 
Building activity showed steady gains. Re-employ- 
ment reported in Arizona copper mines; some 
companies closed for annual repairs. Collections 
fairly slow. SEPTEMBER—Crop conditions favor- 
able; citrus prices improved. Furniture industry 
active. Retail sales volume increased. 




















| INDUSTRIAL AND COMMERCIAL FAILURES 














77-B PETITIONS § 





; , Dun’s INsoLveNcy INDEx t Tora. INDUSTRIAL AND 
NUMBER OF FAILURES LIABILITIES UNapyustep Apjustep ¢ Cases Com’ CasEs 
| 1938 1937 1936 1938 1937 1936 1938 1937 1936 1938 1937 1936 1938 1937 1936 1938 1937 1936 
Jan. . « 4,320 82x 1,077 15,035 8,661 18,104 73.0 46.0 63.0 60.1 37.4 51.2 72 38 70 6o:. 31 59 
Feb. .. 1,071 721 856 13,359 9,771 14,089 70.1 48.4 56.6 60.9 42.1 48.8 94 45 82 80 35 68 
Mar. .. 1,088 820 946 15,567 10,922 16,271 60.4 44.9 53.3 59.8 44.9 53.3 QI 73 52 79 44: 43 
Apr... 1,116 786 830 20,106 8,906 14,157 61.9 46.4 50.4 60.1 45.5 49.4 7 52 50 69 34. 38 
May .. 1,053 834 832 14,559 8,364 15,375 56.0 45.4 46.4 55.4 45.4 46.4 87 61 50 72 43 «44 | 
June... 1,018 670 773 12,236 8,191 9,177 60.8 39.3 44.6 64.0 41.4 46.9 62 (Ss. 463 55 35 46 | 
July .. 995 618 639 10,793 7,766 9,904 54.8 36.0 38.3 61.6 40.0 42.6 53 59 37 943 «36 33 
Aug... 974 707 655 11,692 11,916 8,271 51.6 38.1 36.2 60.7 44.8 42.6 50 52 36 44 30 «(24 
Sept... ... 564 586 ig wie 8,393 9,819 wos JRO “a5 <<. 40:5 39:8 ue a2 32 <a 21 24 
et. .< (wen FOB GIT sice 193335 85266 wine 9Q2 1362 poe gOS) 63053 .. 64 48 ie eae ae 
Nov... <.. (786 688 10,078 11,532 ..s 40:2 443 cos B75 aga s« 166° 38 <= $0) 30 
BE. s sus) 0982 “B92 13,291 12,288 << §35 <426 “aie “SSRs Uaaeb oe - 300" “35 io “A 
Total.. ... 9,017 9,185 . 115,594 147,253 Jao 6h es sone “Ai: 45S .. 687 593 495 466 


| * In thousands of dollars. 


+ Apparent annual failures per 10,000 enterprises. 


+ For seasonal variation. 


§ For corporate reorganization. 








ANALYZING THE RECORD OF INDUSTRIAL 
and COMMERCIAL FAILURES 


AUGUST DECLINE 


OMMERCIAL and industrial fail- 
ures numbered 974 in August 
with liabilities of $11,962,000, compared 
with 995 in July with $10,793,000 lia- 
bilities, and 707 with $11,916,000 lia- 
bilities in August, 1937. They con- 
formed to the usual Summer pattern 
by sliding further down the course 
toward an expected low point in Sep- 
tember. There has been a continuous 
monthly decline since April, as the 
table above shows. Liabilities have also 
shown a drop each succeeding month 
since April until this current month 
when they rose some $1,000,000 be- 
cause of increased numbers of large 
failures. Although it would appear 
that liabilities were about equal this 
month with a year ago, in spite of 
greatly increased failures at the present 
time, this conclusion is misleading. 
With the one exception of last August, 
liabilities during the Summer of 1937 
were averaging around $8,000,000. 
The insolvency index, which corrects 
for the number of working days in the 


month and relates failures to the num- 
ber of firms in business, shows that the 
August decline amounted to a change 
in the rate of failures from 54.8 a year 
in every 10,000 firms in business to 51.6. 
That this decline from July was prac- 
tically normal, or a trifle sharper than 
normal, is indicated by a drop in the 
adjusted index of less than a point, 


FOLLOWS SEASONAL PATTERN 


from 61.6 in July to 60.7 in August. 
With the exception of a drop in May 
and a rise in June which practically 
balanced each other, the adjusted index 
has hovered close to 60 since the be- 
ginning of the year, indicating that 
1938 failures have been ona pretty even 
keel and have reflected little change 
other than that of seasonal variation. 


MonTHLY TREND OF THE INSOLVENCY INDEX 
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The August drop was caused entirely 
by fewer failures among manufactur- 
ing concerns and commercial services. 
Retail failures showed no drop, and 
wholesale trade and construction fail- 
ures increased. An analysis of the 
movement of failures in the various 
main industry groups in August for the 
last five years shows that the current 
changes were in some respects normal. 
Contrary to what one might expect, 
neither retail nor wholesale trade fail- 
ures have shown a drop in August in 
recent years, and whenever the normal 
August decline of total failures has 
taken place it has been caused by a drop 
in manufacturing failures sufficiently 
severe to offset the upward pull of the 
other two groups. This year the manu- 
facturing decline was aided by a large 
drop in commercial service failures. 

The manufacturing decrease was 
strikingly in textiles, forest products, 
and the paper and printing industries. 
The wholesale trade increase was in 
foods and automobiles. The move- 
ment within retail trade was uneven, 
with increases in foods, furniture, and 
drugs balancing decreases in general 
merchandise stores, apparel shops, auto- 
mobiles, and restaurants. 





FarLures BY INpusTRIAL Groups 
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1935 1936 

Every line of retail trade and nearly 
every line of wholesale trade shared in 
the increase over a year ago. 

A breakdown of failures by size in- 
dicated increased numbers of substan- 
tial failures, ten more than in July of 
those with liabilities between $25,000 
and $100,000, and seven more of large 
failures with liabilities of $100,000 or 
over, after decreases in these groups for 
the last few months. This tendency 
toward larger failures was evident in 
all industry groups except commercial 
Numbers in the size group 
with liabilities between $5,000 and $25,- 
ooo showed a substantial drop, and the 
very small failures were unchanged in 


August August Per Cent 
Inpustry Grours 1938 1937 Change 
Manufacturing .... 153 148 + 3 
Wholesale Trade... 114 77 +48 service 
Retail Trade. . 616 403 +53 
Construction ..... 57 49 +16 
Commercial Service 34 30 +13 
Total 974 707 +38 
MonTtHLy TREND oF 77-B Cases 
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number. Comparison with failures of 
last August by size follows: 


August August Per Cent 

LraBiLities 1938 1937 Change 
Under $5,000..... 417 297 +40 
$5,000-$25,000 ... 455 332 +37 
$25,000-$100,000 . gI 63 +44 
$100,000 and over. II 15 —27 
GUAM cseweteat eae 974 707 +38 


The following Federal Reserve Dis- 
tricts reported fewer failures in August 
than in July: New York with a 3 per 
cent decline; Boston with g per cent; 
Kansas City with 19 per cent; Chicago 
with 20 per cent; Minneapolis with 25 
per cent; and St. Louis with 27 per cent. 
A contrary movement took place in the 
remaining six districts with increases 
ranging from 6 per cent in Atlanta and 
San Francisco to 36 per cent in Dallas. 








FEDERAL RESERVE Jan.-Aug. Jan.-Aug. Per Cent 

District 1938 1937 Change 
Minneapolis ..... 149 121 + 23 
New York..:....... 2,426 1,896 + 28 
Richmond ...... 430 326 + 31 
Kansas City... ... 366 279 + 31 
a Se eee 809 560 + 45 
9 | eae er oer 166 114 + 46 
San Francisco... . 979 571 + 46 
Cleveland ....... 643 419 + 53 
Co 1,344 840 + 60 
Philadelphia 531 325 + 64 
SG; Louis «0% <<: 340 183 + 86 
Atfanta....555: 452 233 + 94 
Total..: sv oscnees Seb 5,967 + 45 


Apparently what happened during 
the month over the country was a de- 
cided drop in manufacturing and retail 

















failures in the largest cities—New 
York, Chicago, Philadelphia, and De- 
troit showing substantial declines. 
These decreases were balanced by in- 
creases in retail trade in the Southern 
sections of the country and on the West 
Coast, which kept the net retail figure 
unchanged and accounted for an in- 
crease in failures outside the 25 largest 
cities. 


77-B Cases 


Applications for reorganization un- 
der Section 77-B numbered 50 in 
August, 44 of them commercial and 
industrial cases, compared with 53 in 
July, of which 43 were commercial and 
industrial. The 77-B cases thus reached 
the lowest point for the year, but those 
strictly commercial and industrial in 
nature were more than in August, 1937, 
or August, 1936, in spite of the fact that 
this is the last full month of such appli- 
cations under the old law. 


77-B Apprications BY Main Divisions 
oF Inpustry—AucusT 1938 AND 1937 


Aug. July Aug. 

1938 1938 1937 
Manufacturing ....... 22 19 17 
Wholesale Trade... .. 8 6 3 
Retail Trade......... 14 12 5 
Construction ........ : 
Commercial Service... . 6 6 
PTS AO) scans 10 21 
Total United States... 50 53 52 





(*) Not included in tabulation of commercial failures, 
such as real estate and investment companies 


After September 22, only those cor- 
porations with secured indebtedness 
may apply for “reorganization.” Cor- 
porations with only unsecured debts 
may file for an “arrangement” and thus 
obtain the protection afforded under 
77-B while working out regular com- 
position or extension. 

Of the 44 August cases it would ap- 
pear from limited reports that only 18 
had secured debts and would be eligible 
to file applications for reorganization 
under the new law. 

Because of the change in the law and 
the break-up of the old 77-B class, the 
distinction between these cases and reg- 
ular failures will no longer be main- 
tained in the Dun & Brapstreer failure 





gE V isk we 


Faitures sy Divisions oF INpustry—Aucust, 1938 AND 1937 


(Liabilities in thousands of dollars) 
















































































fom Number S ——Liabilitiee__, 
Aug. July Aug. Aug. July Aug. 
1938 1938 1937 1938 1938 1937 
TOTAL UNITED STATES {.< .- 3-2 55)502 Ue 974 995 707 11,692 10,793 11,916 
MANUFACTURING (total).........- , 153 191 148 3,246 3,214 5,603 
BBOUB cso sine. ee awe ees 34 27 31 3904 305 743 
RUNNIN Sok eae anges Gta eA 34 56 30 1,057 834 548 
PGVest PONS: x. ois. stesso Gon os oes. 11 2: 11 120 338 146 
Paper, Printing and Publishing. . 8 20 21 214 293 257 
Clvemnacals aid Dts 5.6 ee-e cis: 500.0100 8 7 5 gI 100 103 
SS ee i ne ore 2 I 8 76 95 2,675 
Leather and Leather Products........ 6 6 9 62 166 245 
Stone, Clay, Glass and Products........ 6 6 2 472 350 29 
NAC REIINO ORNS osc. 0 5 ieee sie eee$ 6 12 5 170 243 54 
AMCMMROEY 6.55 sctetean eosin eres stars saeiee 12 12 10 256 231 348 
Transportation Equipment........ ats 4 I 6 130 18 237 
BE eT ae Pere oe re een : 22 20 10 204 241 218 
WHOLESALE TRADE (total).............. 114 97 77 2,213 1,927 2,346 
Farm Products, Foods, Groceries. ..... . 46 24 32 602 445 582 
Clothing and Furnishings. . . . 8 9 5 67 gl 2 
Dry Goods:and Textiles... ....5....%. 2 2 4 220 90 146 
Lumber, Building Materials, Hardware. . 10 9 6 231 1g 58 
Chemicals'and Drags... cs. 0 6s scsi 1 4 I 2 30 3 
BONIS os Socata whee Cea Oe Grete are wR ee ee 3 2 4 114 473 1,033 
Automotive Products. ............... 13 6 3 295 55 105 
OTC ide & (0. ohh a ge a en 4 9 3 31 gt 18 
PATRON 2s asars xe gale a Rigealnae nee eS 27 32 19 651 461 378 
RETA TRADE (total): c8 soe sie sitesi 616 617 403 4,761 4,855 2,896 
RGSS inocu wieaen eRe aews cones 167 157 124 884 920 811 
Farm Supplies, General Stores. ... . 27 17 17 178 £22 86 
General Merchandise. ..............+ 23 29 18 244 378 126 
BRNATSAENG Bsr boyeeni cre Ac occa ers tes 120 132 57 998 879 376 
Furniture, Household Furnishings 55 46 20 551 511 154 
Lumber, Building Materials, Hardware 33 33 a2 402 388 264 
Automotive Products. ............... 47 58 31 414 610 376 
eae eS acl cue creep senite pane eee 59 66 51 565 477 327 
MONI fs so esiuewih anighaia orem Suse waters te taye 47 35 25 228 233 163 
PRT OUINE os aac ace dhe oe Hae Ew bevel eos 38 44 28 297 337 213 
CONSTRUCTION «(C0tAl) 6 6.554 Sides oes 59 45 49 1,128 376 634 
General Contractors... 65.65.6065. 5 35 9 6 74 198 60 97 
Carpenters and Builders.............. 20 14 12 721 142 247 
Building Sub-contractors. ............ 27 25 28 205 174 185 
ther COMMAS o.oo ne osc So balla I 2 4 105 
ComMMERCIAL SERVICE (total)... ........ 34 45 30 344 421 437 
Cleaners and Dyers, Tailors........... 10 11 5 68 73 30 
Palace: Buses; Takis, CtGes. 6.0%. :3 5.3% 5 16 8 44 142 170 
POD SEE BES Se eRe ra cerencergee See 3 I 3 116 28 123 
ARAA RAE: Seis coys ke iatel eee oe rh oa ae 2 3 2 16 44 7 
OPS ET ae een tetas ere ie ages 5 8 2 5I 85 31 
PRMD arias St ah sinnns a eae eee 9 6 10 49 49 76 


records. Revised figures from 1934 to 
date will incorporate both series in one. 


Canadian Failures 


Although Canadian failures in- 
creased from 72 in July to 102 in 
August, the accompanying liabilities 
dropped $231,000 or from $826,000 to 
$595,000 because of fewer large failures. 


[ 40 ] 


The increase was mainly in retail trade 
failures, supplemented by a few addi- 
tional failures in construction. It was 
about evenly divided between cities and 
outlying sections, although confined 
largely to the Province of Quebec. 


Note: In Dun’s Statistica Review there are published 
more detailed failure statistics by States, large cities, in- 
dustrial divisions, and size of liabilities. 
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SIGNIFICANT BUSINESS INDICATORS 


COMPILED BY THE STATISTICAL STAFF OF “DUN’S REVIEW” 


More detailed figures appear in ‘“‘Dun's StatisticaL Review"’ 


Building Permit Values—215 Cities 





Geographical August August 
Groups: 1938 1937 
New England $8,920,817 $5,485,201 
Middle Atlantic 36,011,863 21,981,456 
South Atlantic. . 9,159,216 11,139,781 
East Central . . 15,040,189 21,816,765 
South Central 10,205,284 8,251,303 
West Central....... 4:448,051 3,881,593 
Mountain .......:. 1,619,294 1,621,490 
Pacihe © ons. 15,328,612 13,406,649 
Teta Si, ee. $100,733,326 $87,584,238 
New York. ........ $27,312,482 $13,167,997 
Outside New York. . $73,420,844 $74,416,241 


Bank 


Change 


P: CE. 


+1 ++ 





| ++ 


(Millions of dollars) 


July 

1938 
$5,072,926 
82,825,033 
8,566,323 
16,561,129 
7,920,962 
4,061,145 
1,439,388 
14,356,658 


$1 40,803,564 
$72,966,921 
$67,836,643 


Clearings—22 U. S. Cities 





Monthly 


Change 
PP. Ce 
+ 75-9 
— 56.7 
6.9 
28.9 
9.5 
12.5 
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1938 1937 1936 1938 1937 1936 
Januaty ...... 24,798 27,226 25,262 871.9 1,089.0 971.6 
February .... 17,583 23,720 22,065 799.2 1,078.1 959-3 
March . ...... 22,822 29,412 26,610 845.3 1,089.3 1,023.4 
/, | re 21,667 26,086 24,711 833.4 1,003.3 950-4 
May 20,169 23,951 22,473 806.8 958.0 898.9 
PION 33669 cs exayers 23,959 25,903 26,148 921.5 996.3 1,005.7 
| CU ees 21,624 26,015 24,766 865.0 1,000.6 952.5 
August 19,716 22,260 21,269 730.2 856.2 818.0 
September. 6.0 acess 24,076 23,927 Soar 963.0 957.1 
OMOnelcaecee «aden 24,668 25,852 986.7 994.3 
November .iiGe- eis sie 21,796 24,554 a3 947-6 1,116.1 
December i265. cence 25,805 SESS ales 992.5 1,198.2 
WOE coiceee.  'aetent 300,918 298,790 996.7 987.1 

Bank Clearings for Individual Cities (000 omitted) 
August August Change July 
1938 1937 P. Ce. 1938 

Boston: 6.0 b5 $799,996 $867,701 — 88 $883,259 
Philadelphia . .. . 1,450,000 1,500,000 — 3.3 1,466,000 
Buffalo . . 124,268 150,061 — 17.2 125,246 
PRtSDUPED 5s eee es 439,187 610,262 — 28.0 449,388 
CleVelahiee «cts se 343,047 432,782 — 20.7 355,992 
Cincinnati .. 209,718 259,687 — 19.2 226,716 
BaMIMmOne 5.22 2s eos 258,520 287,837 — 10.2 266,252 
Richmond. ois. oe oke os 175,419 163,201 + 7.5 146,329 
PRION ger Oi cca rain 219,400 223,200 — 1.7 204,700 
New Orleans... . 4.06. 148,593 146,015 + 1.8 138,903 
GLE earn ears 1,125,704 1,379,215 — 18.4 1,198,774 
[SCTE Col Ss a epee 346,489 460,046 — 24.7 338,291 
Be te 8 Seivee2 seers 334,842 381,210 12.2 338,508 
| ee 126,412 138,047 - 8.4 129,421 
Minneapolis. i ...s. 6 «: 304,582 335,022 — 9g. 274,592 
Ransas City... 55 cs... 374,625 460,414 - 18.6 426,683 
CAMA) 95 <4 hs ee 123,929 136,583 9.3 124,721 
DAs os & 199,986 216,017 — 7.4 197,695 
San Francisco . 590,003 668,055 — 11.7 598,201 
Portland, Ore. . 124,361 143,543 — 13.4 122,253 
OMRIBIET ri rues Ae 151,180 180,578 — 16.3 143,615 
Total ar Cities, ...0:.... $7,961,261 $9,139,476 — 12.9 $8,155,539 
New York $11,755,054 $13,120,591 — 10.4 $1 3,468,737 
Total 22 Cities... $19,716,315 $22,260,067 — 11.4 $21,624,276 




















Dun & Bradstreet 
Weekly Food Price Index 


The index represents the sum total of the 


wholesale price per pound of 31 commodi- 


ties in general use: 


Weeks: 1938 1937 1936 1935 
Sept. 20.... $2.42 $2.92 $2.78 $2.77 
Sept: 33... 244 2.0@ 232 2.97 
Sept. 6.... 2.42 2.86 2.84 2.77 
AGS 305.0: Al 237 28% 32.73 
AGG. 25.265 Fak “DSP -2:02- 474 
Aug. 16.... 2.4% 200 2.85 2.95 
Aug. 9.... 2.44 2.00 -2.82° 291 
Aug. 2... 246 geo 2846 27 

Hicu Low 


1938.. $2.53 Jan. 4 








1937.. $3.01 Mar. 16 $2.56 Dec. 28 
1936.. $2.94 Dec. 29 $2.52 May 19 
Dun & Bradstreet 
Daily Weighted Price Index 
30 Basic Commodities 
(1930-1932 = 100) 

1938 
Sept. Aug. July June 
; ae 104.55 104.49 105.63 102.89 
4. 104.68 104.36 *.... 102.43 
coe @o.3 (397? tac... Jones 
Ae. Ficcs MgGe =... *=. 
oe ce TOES TOGaG. -F.; 
G:. 103.73 *.... 106.32 102.84 
a 10431 .... 40587 103.56 
8.... 104.46 103.80 105.19 103.22 
q.... ogag togar * 103.92 
10:03: “wos  TORG Ee. seer 
iS... Fes ga yegee F.: 
12.... %og68 toasg 10945 7 ..-. 
Z.... 04.49 *.... 109.95 105.03 
t4.... WED F-... WOSae Wes.qa 
15.... 104.74 102.81 105.43 105.44 
16.... 106.59 10209 °..... 105.48 
OY yore eas ORES Fes ORS 
18.... Pouce FOReS sage *-. 
19.... 104.85 104.21 105.60 + 
20:3... 30ggan ” 105.25 105.50 
2%... Yogae -F 105.07 105.55 
a: 104.25 104.21 105.33 105.64 
re 104.75 104.28 *.... 105.42 
24. sexes, Ine <F 105.80 
2%... 103.94 105.01 * 
iG. 103.98 105.08 t.. 
r 7 ae Wace WOSIG 30637 
3S... + 104.88 105.71 
2Q9.. 104.52 104.98 104.95 
30 10g:5E * 2... BORG 
31 104.23. + 
+ Sunday. * Markets closed. 
Hicu Low 


8.. 117.06 Jan. 10 
7 158.26 Apr. 5 
6.. 142.65 Dec. 31 


102.43 June 2 


114.83 Dec. 
115.13 May 
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THROUGH THE STATISTICIAN’S EYES 


ODD AND INTERESTING ITEMS FROM THE MONTH’S RECORD 


Pianos 














THOUSANDS 














1931 1932 1933 1934 1935 1936 1937 1938 


PiANo SHIPMENTS—19 31-1938 (first six months of each year only)— 

National Piano Manufacturers’ Association—Shipments in the first-half of 

1938 were 27 per cent below the same period of 1937, and 2 per cent below 
1936, but sharply above all other years in the period surveyed. 


N 1923, members of the National Piano Manufacturers’ 

Association shipped 343,000 pianos to their customers. 
The highest total since 190g, that figure has never again 
been equalled—other mechanical music makers having 
taken the place of the “players” that made up more than 
half of the year’s sales in 1923. 

Despite severe competition trom radio and phonograph, 
there are indications that the piano has succeeded fairly 
well in holding its own during recent years. Moving up 
rapidly from the depression low of 27,000 in 1932, shipments 
reached 106,000 in 1937, not far below the 121,000 sold in 
prosperous 1929. They dropped back again in the first 
half of 1938 along with general retail sales, but resumed 
their advance in August—jumping ahead of July by 
approximately 100 per cent, and cutting the spread below 
1937 to 14 per cent. 

Interesting in the figures for the first half of 1938 was 
the evidence that the uprights withstood the depression far 
better than the grands: the former dropped 20 per cent, but 
the latter almost 43 per cent from the level for the corre- 
sponding 1937 period. The better showing of uprights was 
attributed to the growing popularity of “miniature” models. 


Output Per Man-Hour 


“Lasor Propuctivity in the Leather Industry” is another 
study in the WPA’s series on changes in machine- and man- 
power in industry. (Last month reference was made to the 
report on technological developments in bituminous coal 
mining.) 

Peculiarities of the product make impracticable a thor- 
ough mechanization of leather production processes, the 


survey points out. Despite this fact, considerable progress 
has been made in raising the productivity level in the 
industry. From 1849 to 1935, output per man per hour 
has advanced some 75 per cent. In the early part of this 
period, machines played the leading rdle in increasing the 
average worker’s productive capacity, the first wave of 
mechanization, between 1860 and 1880, accounting for a 
sharp advance of 27 points in the productivity index. 
Recent gains must be attributed, however, to factors 
other than technological developments. Improvement of 
the organization and management of labor the report puts 
first as an immediate cause. Contributing to this improve- 
ment was an expansion in production, enabling factories 
to retain the trained labor forces so essential in the trade. 
Until the turn of the century, the rapid increase in 
production was sufficient to prevent any large displacement 
of workers as a consequence of the gains in productivity. 
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1849-1935, Manufacturers’ Census years—Works Progress Administra- 
tion—Despite a sharp gain in the productive capacity of individual workers, 
labor displacement has been fairly negligible in tanneries. 


Later, shortening of the working week took up the slack, 
the drop in the number of wage earners between 1925 and 
1932 being put at less than 9,000o—instead of the 19,000 that 
might have been displaced as a result of the higher pro- 
ductivity and the decline in demand. 


Meat 


ConcERNED over the heavy shrinkage in our exports of 
farm products during the last decade, the National Associa- 
tion of Manufacturers has made a study of the situation in 
the three products—cotton, grains, and meat—which ac- 
counted for over go per cent of the drop. 

The accompanying chart, showing meat production 
against estimated requirements, is reproduced from the 
Association’s report. The figures for production cover both 
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Meat PropucTIon AND REQUIREMENTS—1910-1937—WNational Association 

of Manufacturers—Based on an increasing population with per capita needs 

of 140 pounds of meat, domestic meat requirements have risen above pro- 
duction in the past decade. 


inspected and non-inspected meats. Domestic needs are 
based on total population multiplied by estimated require- 
ments of 140 pounds per capita. No allowance is made for 
dietary changes that might have affected actual demand. 

The chart supports the Association’s contention that our 
domestic production of meat recently has not even been 
sufficient to satisfy our own needs. Before this commodity 
can again become a major export item, the report points 
out, production must be expanded sharply—to a level ex- 
ceeding all previous peaks in our history. 


Food Budget 


Wuen the American Housewife spends her weekly $12.50 
on food (an average budget made up with the assistance 
of the U. S. Department of Agriculture), she pays only 
$4.57 to the man who produced it. According to Lazo 
and Bletz, authors of “Who Gets Your Food Dollar?” 
(Harper & Brothers), the remainder of her food money 
goes to the broker, the transportation agent, processor, 
packer, wholesaler, and retailer. 

These agents in turn divide their receipts among their 
various expense items, retaining, on the average, some 
profits for themselves. Their “normal disbursements,” the 
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PRIMARY BROKERS TRANSPORT PROCESSORS WHOLES RETAIL 
PROD & ACENTS FACILITIES ASSEMBLERS 
G PACKERS 


Wuo Gets Your Foop DoLtar?—Harper & Brothers, 1938—Authors Lazo 


and Bletz divide Mrs. Housewife’s grocery dollar according to the average 
amount that various producing and distributing agents add to her food bill. 
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authors point out, would cut up the food dollar as follows: 
8 cents tor primary materials, 47 cents for salaries, wages, 
and labor, 13 cents for maintenance, repairs, rentals, and 
new equipment, 1g cents for miscellaneous services and 
expenses, 6 cents for direct taxes, 7 cents in net profits. 
The 7-cent margin which goes to the agents for performing 
their services is split as follows: 1.1 cent to the farmer, 0.4 
cent to the transportation agencies, 0.1 cent to brokers, 2.7 
cents to manufacturers and processors, 0.5 cent to the 
wholesaler, and 2.5 cents to the retail grocer. 


Comforts of Home 


TRANSLATED into radios, running water, bathrooms,.-elec- 
tricity, trucks, tractors, and automobiles, the American 
farmer’s standard of living has shown a marked improve- 
ment in the past eight years. Of the modern conveniences, 
only telephones have not become more common on farms 
since 1930. 
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Per CENT OF FarMs Owninc Faci.ities—19 30 and 1938 (as of January 1) 

—Bureau of the Census—A higher proportion of ownership of all modern 

conveniences, with the exception of telephones, testifies to the farmer's 
progress in raising his level of living in recent years. 


The latest survey made by the Bureau of the Census 
(as of January 1, 1938) covers a comparatively small sample 
of 3,000 farms. Despite limitations in the data for a com- 
prehensive appraisal of farm living conditions, the Bureau 
considers the results sufficiently representative to give a 
general indication of both the level and the trend of farm 
living. The report points out, however, that the farms 
included in the survey are probably somewhat above the 
average for the country as a whole. 

Among the various facilities, largest increases in the 
eight-year period occurred in electricity, radios, and tractors. 
The proportion of farms with electricity was approximately 
70 per cent greater, with radios and tractors roughly 100 
per cent greater. As a result of the spread in ownership, 
out of every ten farms in early 1938, four were able to boast 
electricity; six, radios; and three, tractors. Running water 
was in approximately three out of every ten farms, baths 
and motor trucks in two, telephones in four. and auto- 


mobiles in seven. 






































HERE AND THERE IN BUSINESS 


WHAT'S NEW 


F COURSE they seldom do fall 
to the street, but the thousands of 
window cleaners leaning against space 
on thin straps add immeasurably in 
suspense to the drama of office life. We, 
for one, shall be sorry to see them go. 
Business is business, nonetheless, and 
Supreme Window Sales Corp., New 
York, is doing its best to start a new era. 
In normal use their window works just 
like the double hung ones everywhere. 
When the two sashes are moved to a 
certain position, however, the jig is up. 
They swing into the room, top sash on 
one side, bottom on the other. Clean- 
ing is done inside, in dull safety. 


Migration—Ten years or more ago 
Luxembourg, Liechtenstein, and nu- 
merous obscure Swiss townships began 
to rise into prominence in the sphere 
of international finance, havens for 
scared money. During the years of 
flight from the franc Monte Carlo, too, 
saw refugee funds, (Dun’s Review, 
June, 1937), but this time not funds 
in flight from boredom. 

Not adverse to the attendant new 
tourist trade and additional fees for 


AS OBSERVED BY THE 
local banks and lawyers, these towns 
made sure that their legislation in no 
way frightened the new credits. 
Towns, emigré funds, and air lines, all 
were happy. (Please don’t point at any 
State in the Southeast.) 

Now, however, the London Finan- 
cial News reports that the popularity 
of these hamlets is on the wane. Too 
near the frontiers of potentially hostile 
countries. Led by French capital, mi- 
gratory money these days flows to Tan- 
gier. Away from the danger zones of 
Europe, it is further a city under an 
international régime. Its statutes on 
foreign holding companies and trusts 
are congenial as they are, and because 
international zones change their legis- 
lative spots with difficulty its present 
legislation may pretty well be relied 
upon as being permanent. 


Waves—Many an after-dinner defi- 
nition of Polaroid glass has begun: 
“You see, there are light waves and 
light waves...” and concluded “... 
at any rate they say there’s no glare.” 

This is our attempt (not the first 
one, and lately we’ve had some help) : 


CLEAN SwEeEP—Protection from noise for harassed tycoons is what L. C. Chase & 
Company, New York City, had in mind when they commissioned David Ayres to plan 


this room. 


Walls are covered with Leatherwove; Sanvale fabrics are used for draperies; 


Seamloc carpets on the floor, Velmo upholstery on the chairs. All are Chase products. 








AGENCY’S REPORTERS 


Every inch of Polaroid contains billions 
of tiny, invisible crystals with their 
needle-like axes all parallel. In pass- 
ing through Polaroid ordinary light, 
with its erratic wave motion, is combed 
so that emerging light waves are vi- 
brating only in the plane of the crystals. 
Glare is caused by horizontal waves 





PoLtaroiw—While manufacturers of other 

new Polaroid products wait on further 

research they have been licensed tempo- 

rarily to sell this modernistic desk lamp. 
which skip off a reflecting surface, like 
a stone skipped on water, but these 
waves Polaroid sorts out. Hence, no 
glare. 

Already many know it in the form 
of glare-eliminating sun-glasses. Its 
makers claim at least 799 other possible 
uses, and meanwhile the manufac- 
turers who are still busy bringing them 
to commercial practicality have been 
licensed to sell the first lighting unit, a 
modernistic desk lamp. Late readers re- 
port remarkably diminished eyestrain. 


Order—The state of the world being 
what it is, there are hundreds of gen- 
eral trade agreements, clearing clauses, 
payments clauses, special tariff provi- 
sions, and quota arrangements existing 
among the nations of the world, which 
widely influence international trade. 
(Dun’s Review, September, 1938.) 
Business men engaged in foreign trade 
have long since abandoned efforts to 
cart this luggage around in their hats. 

For handy review in desk drawer or 
on office wall, however, The Chase 
National Bank, New York, has set up 
a bi-lateral chart which brings a certain 
order to this confused realm. The chart 
is arranged so that the names of 52 
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privileges that adequate capital makes possible? 


Then look into what Field Warehousing by Douglas-Guardian could accom- 
plish toward utilizing part of your inventory, raw or finished, as the basis 
for borrowing on favorable terms. Setting up and maintaining the Field 
Warehouse, issuing the warehouse receipts, and releasing the merchandise 


upon liquidation of same, is handled completely by the Douglas- 
Guardian organization in a manner pleasing both to the banker and 
to your executives, and relieving both of the details. 


You'll find your bank receptive. We are working with hundreds 
of the country’s soundest bankers, whose use of Field Warehousing 
hy Douglas-Guardian is constantly increasing. The chairman of 
one of the largest banks in the country recently made this state- 
ment: “By the use of Field Warehousing Receipts . . . | believe 
that banks could make many short-term loans to industry, which 
they are not now making, with safety and profit to themselves.” 


Write or Wire for Full Details 


It will be a pleasure to go into specific detail and 
show you how Field Warehousing would help solve your 
financial problem. 

Through our twelve strategically located offices, we 
are in position to give prompt attention to your 
inquiry, and, if a connection is made, to effect a field 
warehousing set-up in a prompt and efficient manner. 


Write for FREE Copy 


Glad to mail you this free booklet, covering the subject 
of Field SW meine briefly but comprehensively. 
Address 100 W. Monroe St., Chicago, or nearest office. 











“Take a letter to Dun's Review Readers— 


MONEY TO LOAN ON 
FAVORABLE TERMS” 


Are you in need of more working capital? Could you push up net profit were 
you able to take cash discounts, buy more advantageously, and enjoy other 
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DOUGLAS-GUARDIAN WAREHOUSE CORPORATION — Nation-Wide Warehousing Service 


NEW ORLEANS, LA. MEMPHIS, TENN. DALLAS, TEXAS EASTON, MD. TAMPA, FLA. FAYETTEVILLE, ARK, 
118 N. Front St. 106 Porter Bldg. 401 Tower Petro. Bldg. Stewart Bldg. 416 Tampa St. Appleby Bidg. 
LOS ANGELES, CAL. SAN FRANCISCO, CAL. CHICAGO, ILL. ROCHESTER, N. Y. NEW YORK, N. Y. CLEVELAND, OHIO 
Garfield Bidg. 485 California Street 100 W. Monroe St. 1223 Commerce Bldg. 100 Broad Street Leader Bldg. 
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countries run down one 
side, the same 52 across the 
top. An observer can de- 
termine at a glance, in key- 
ed symbols, the chief ar- 
rangements now existing 
between any two nations. 


Alliance—One exhibit 
which stenographers will 
be eying suspiciously at the 
National Business Show, 
New York City, during the 
first few days of this month 
is that labeled Castype. 
The Castype Corporation, 
Chicago, has married the 
humble typewriter to the 
linotype machine, and the 
whole works, in one piece, 
can now move into the 
office. 

To mollify the skepti- 
cism of potential operators Castype 
hastens to say that the machine is oper- 
ated completely by electricity, is clean, 
odorless, and air-cooled, and that the 
typist need not dress differently, in pro- 
tective garb. 

Castype sets type slugs at typewriter 
speed, justifies margins automatically, 
and will cast any line as many times as 
desired without rewriting. Several 
styles and sizes of type are available in 
a single machine, but no office boy’s 


writing. 





oe 


Marriace—To the lowly typewriter, the linotype machine. Castype 
sets slugs at typewriter speed, justifies margins automatically, 
and will cast any line as many times as desired without re- 
The machine 1s operated by electricity, and a typist. 


aid is needed to help change from one 
to another. Another feature will ap- 
peal to the thrifty: the sheet in the type- 
writer supplies visible proof of the copy 
being set. Thus errors may be caught 
and corrected before the line is cast. 


SPCA—Thanks to the efforts of the 
chemical fraternity fewer cattle will 
shiver in the Winter drawing near. 
For one thing, certain hogs will keep 
the natural fur which might have gone 


into the toothbrushes 
sold under a Dr. West label. 
Beginning this month 
newspapers and magazines 
will reflect an impressive 
promotion effort on behalf 
of Miracle-Tuft, made from 
a duPont plastic. 

Called “Exton” by du- 
Pont, the new bristle is 
adaptable to many other 
types of brushes—hair and 
hand, to name a couple; not 
yet ready for paint. More 
certainly than the hog, the 
new manufacturers can 
control the stiffness of their 
bristles. It’s simply a ques- 
tion of the size hole through 
which the mid-process plas- 
tic mass extrudes. 

On another front, busy 
scientists in the Depart- 
ment of Agriculture have perfected a 
synthetic wool made of the casein in 
skim milk. Alleged advantages over 
the natural product are again an ability 
to regulate the fineness and length of 
the fiber. Softer grades may be worn 
even by the sensitive who have known 
the hives-like wool rash. The inven- 
tors anticipate manufacture at a price 
ona par with rayon. Skim milk prod- 
ucts already on the market include 
paper coatings and billiard balls. 





THE BUSINESS BOOKSHELF 


BUSINESS . . . FINANCE . . . ECONOMICS . . . GOVERNMENT 


T IS now a full three months since 
that July day when you first noticed 
the ruptures which your associates’ 
vacations were causing in business rou- 
tine, when you yourself began com- 
muting week-ends to the ends of the 
earth to catch a glimpse of your family. 
Meanwhile, with only slight regard 
for your distractions, the publishers 
have continued to turn out their books 
on business and related subjects. Be- 
fore the year is out the total will num- 
ber between seven and eight hundred, 
and even the Summer allotment is a 
good wagon-load. 

At least a half of this load you will 
never want to hear about again. Many 
books we shall not mention here be- 
cause of limited interest. But in the 


remainder are some which you certain- 
ly will want to have with you, or at 
least have abstracted for you, in the 
more orderly weeks to come. 


Government 


GOVERNMENT CORPORATIONS AND FED- 
ERAL FUNDS, by John McDiarmid, University 
of Chicago Press, $2.50. 

SAVE AMERICA FIRST, by Jerome Frank, 
Harpers, $3.75. 

THE COMING VICTORY OF DEMOCRACY, 
by Thomas Mann, Knopf, $1. 


Economics, Sociology 


PRICE AND PRICE POLICIES, by Walton 
Hamilton and associates, McGraw-Hill, $4. 
THE CHALLENGE OF HOUSING, by Langdon 
W. Post, Farrar & Rinehart, $3.50. 
AMERICA’S STAKE IN INTERNATIONAL 
INVESTMENTS, Karl T. Schlotterbeck, Brook- 
ings, $4. 

BUSINESS AND MODERN SOCIETY, a sym- 
posium, Harvard University Press, $5. 
LABOR ON THE MARCH, by Edward Levinson, 
Harpers, $3. 
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SIT DOWN WITH JOHN L. LEWIS, by C. L. 
Sulzberger, Random House, $1.50. 
MONETARY POLICIES OF THE UNITED 
STATES, 1932-1938, by James Daniel Paris, 
Columbia University Press, $2.75. 
THE RISK OF UNEMPLOYMENT AND ITS 
EFFECT ON UNEMPLOYMENT COMPEN- 
SATION, by James W. Horwitz, Harvard Uni- 
versity Press, $1. 
THE COST PRINCIPLE IN MINIMUM PRICE 
REGULATION, by Herbert F. Taggart, Uni- 
versity of Michigan, $1. 
INDUSTRIAL PRICE POLICIES AND ECO- 
NOMIC PROGRESS, by Edwin G. Nourse and 
Horace B. Drury, Brookings, $2.50. 
PUBLIC UTILITY REGULATION, by G. Lloyd 
Wilson, James M. Herring, and Roland B. Eutsler, 
McGraw-Hill, $4. 
DIFFERENTIALS IN INDUSTRIAL WAGES 
AND HOURS IN THE UNITED STATES, by 
M. Ada Beney, National Industrial Conference 
Board, $3.50. 

Finance 
CORPORATION FINANCE, by Kenneth Field, 
Ronald, $4. 
INVESTMENT OF TRUST FUNDS, a sym- 
posium, Duke University, 75 cents. 
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INVESTMENT POLICIES FOR COMMERCIAL 


BANKS, J. Harvie Wilkinson, Jr., Harpers, $2.50. 

THE MARGIN TRADER, Kemper Simpson, 

Harpers, $2. 

THEORY OF INVESTMENT VALUE, by John 

Burr Williams, Harvard University Press, $5. 
Principles and Practice 


INVENTIONS AND THEIR PROTECTION, 
by George V. Woodling, Penton Publishing Com- 
pany, $5. 

SMOOTH SAILING LETTERS, by L. E. Frailey, 
Prentice-Hall, $2. 

ADVERTISING IDEAS, by John Caples, 
McGraw-Hill, $4. 

REAL ESTATE, PRINCIPLES AND PRAC- 
TICES, by Philip A. Benson and Nelson L. North, 
Prentice-Hall, $5. 

SALES ADMINISTRATION, PRINCIPLES 
AND PROBLEMS, by Bertrand R. Canfield, 
Prentice-Hall, $5. 

EXECUTIVE SALARIES AND BONUS PLANS, 
by John Calhoun Baker, McGraw-Hill, $3.50. 
BEFORE YOU SIGN THE ADVERTISING 
CHECK, by Mark Wiseman, Harpers, $2 50. 


Miscellaneous 


BUSINESS FINDS ITS VOICE, by S. H. Walker 
and Paul Sklar, Harpers, $1.25. 

CONSUMERS’ CO-OPERATION IN GREAT 
BRITAIN, a symposium, Harpers, $4. 

THE MIDDLE WAY, by Harold Macmillan, 
Macmillan, $2.50. 

MERCHANTS OF PEACE, by George L. Ridge- 
way, Columbia University Press, $3.75. A_his- 
tory of the International Chamber of Commerce. 


MOVING DAY 
AGAIN 


(Continued from page 28) 


of six or seven years, and most of the 
good effects accomplished at that time 
have now been lost.” 

New York City has had much the 
same experience. Several times com- 
mittees have been formed to study the 
question. They have always reported 
in favor of staggered leases as being an 
unmitigated good for everyone con- 
cerned—real estate men, tenants, 
movers, contractors, labor. 

Only two years ago a committee of 
the Real Estate Board of New York 
submitted a report on the Advantages 
of Staggering the Expiration Dates of 
Leases on One to Four Room Apart- 
ments. I quote, verbatim, from that 
report: 

“Why is it, or why ever was it, neces- 
sary for apartment owners, or agents, 
or tenants, or utility and moving van 
companies, or painters and decorators 
and contractors, and all others affected 
by the one-date system—why is it 
necessary to submit to the fearful, 
laborious burdens imposed upon all 
who have attempted the impossible 
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Have You One 


Customer Too Many? 


Any customer who fails to pay for goods shipped is one cus- 
tomer too many. He wouldn't be on your books if your credit 
manager could possibly know his future ability to meet his 
obligations. 


The devastating credit losses suffered annually by Manu- 
facturers and Jobbers are rarely caused by laxity or poor judg- 
ment in extending credit, but largely by neglecting to insure the 
safety of accounts after goods are shipped. 


American Credit Insurance 


performs the vital function of protecting sales. Goods sold under 
the terms of the policy are paid for promptly. Your capital is not 
tied up nor dissipated in insolvent or delinquent accounts -- is 
not helping finance debtors who seek relief in ‘“77-B." 


Thousands of executives in more than 150 different lines of busi- 
ness protect their receivables economically with ‘‘American” 
policies. The large majority insure all their accounts. Special 
groups or classes of debtors, however, are also insurable. Any 
“American” representative will gladly help analyze your spe- 
cific needs. 


Copyright 1938, A i Credit Ind ity Co. of N. ¥. 


IT INDEMNITY CO. 
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task of moving such a vast number of 
people in one day—often within one 
hour?” This seems a bit exaggerated. 
However, to continue with the report: 

“For over two years this committee 
has sought diligently the answer to this 
question. It has sent out hundreds of 
questionnaires and letters to owners 
and agents in order to obtain the solu- 
tion of the problem, and here is what 
it found as a majority consensus: 

“Most owners and agents would pre- 
fer a balanced allocation of expiring 
leases on multiple dates. 

“So would tenants. 

“So would most utility companies, 
moving van owners, painters, contrac- 
tors of all kinds, building employees, 
clerical employees of owners and 
agents. 

“The Committee has studied the sub- 
ject from all angles. It has received 
the assurance of those of its members 
who have been staggering leases for 
years, as well as of many prominent 


owners and agents who have already 
adopted it, that the system Aas relieved 
many of the October 1 problems; 
that it Aas been beneficial and eco- 
nomical; and, above all, that it Aas not 
resulted in a wholesale loss of tenants 
by raiding competitors—a fear which, 
subconsciously or otherwise, seems to 
be the fundamental underlying reason 
for the belief that all apartments should 
lose their tenants at one and the same 
time.” 

It is true that several owners of ex- 
tensive apartment house properties 
around New York have been stagger- 
ing their leases successfully for many 
years. It is also true that there are a 
number of influential owners and 
agents who come in the die-hard cate- 
gory. They maintain with notable 
unanimity that without definite “mar- 
ket days” such as those of May 1 and 
October 1, any landlord is apt to find 
himself with an increased number of 
unrented apartments on his hands. At 


INDUSTRY’S NUMBER ONE 


except in a very small percentage of 
cases. In the case of other suppliers the 
opportunities for favorable contact are 
also great. Salesmen who sell to you 
travel and talk with a great many 
people. Their opinion of you, gained 
by actual contact, is a substantial factor 
in mass opinion. Intelligence in pur- 
chasing, courtesy, and consideration for 
suppliers’ representatives are well 
worth a re-survey. 

3. Customers. Practically everyone 
is a customer of business and of indus- 
try. In this field the possibilities of 
contact are limitless. And they are be- 
ing developed in a highly effective 
manner by many companies. The 
question for the individual industrial- 
ist or business man to ask is whether 
or not the maximum possibilities of the 
customer contact are being fully uti- 
lized in his company to build an under- 
standing of and goodwill toward the 
fundamentals upon which the business 
structure rests. The increasing burden 
of the cost of government is one of the 
many vital issues of the day which is 
being brought home to customers of 
business and industry. In the final 
analysis, the customer pays all of these 
tax bills, directly or indirectly, and 


(Continued from page 8) 


when that fact sinks home to people 
extravagance in public expenditures, 
waste, corruption, and abuse of pub- 
lic trust will touch that pocket-nerve 
which always has and always will aid 
in the formulation of attitudes. 

4. THe Community. Industry and 
business are the life-blood of communi- 
ties. Every individual in the com- 
munity is better off or worse off be- 
cause of what happens to business and 
to industry. This great fundamental 
truth and many other aspects of the 
community relationships of industry 
need re-survey, study, and intelligent 
programs of effort. The terrific cost of 
industrial strife is not borne by those 
few who instigate it. It is not borne 
entirely by the employees who lose 
wages and by the company which loses 
sales. The cost percolates into every 
business establishment in the commu- 
nity. The grocer feels the effects. The 
boy who peddles newspapers or shines 
shoes or sells pop feels the effects. The 
cost of strife is money out of the pockets 
of virtually every citizen. 

Ignorance of the workings of its local 
industries is the rule rather than the 
exception. People live within sound of 
the machinery of a factory and yet 
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any rate, the recommendations of the 
committee were not put into effect. It 
was decided that it would be inadvis- 
able to make any such radical change 
under “present conditions,” as one real 
estate man put it. So, no matter when 
you rent an apartment in New York, 
and in most other cities, the real estate 
agent will probably insist on the lease 
expiring on May 1 or October 1. 

I was able to discover only one city— 
I had to promise not to name it—where 
there is practically uniform expiration 
of leases the year round. That town 
has such a surplus of apartments that 
the tenants have been in the saddle for 
several years. Such complete control 
have they over the steed they are riding 
that they unanimously refuse to rent 
on anything other than a monthly basis. 
Thus they are free to move on 30 days’ 
notice—and they take full advantage of 
that freedom. There is no Moving Day 
there—Moving Day is any old number 
on the calendar. 


PROBLEM 


never are invited to see the inside of 
it. They don’t know what it’s all about, 
and yet there they are—ready to be 
shown. There is a real opportunity to 
promote greater understanding by en- 
couraging contacts of people in the 
community with its industries. 

5. SrockHoLpEers. They and others 
like them with whom business and in- 
dustry have dealings represent another 
important group, and a re-survey of 
relationships with this group is a nat- 
ural part of any well-planned effort of 
public relations. 

It is high time that vigorous action is 
taken. Business and industry must 
assume the leadership. It cannot be 
left to chance. At stake are all of the 
values of our common life which have 
set America apart from the rest of the 
world as a land of high living stand- 
ards. Business and industry have 
created those standards, working in the 
spirit of the founders. They have not 
just happened. They have been built. 
And it is so much easier to destroy than 
to create. Lest we learn through the 
bitterness of losing it the value of what 
we have enjoyed, we must gird our- 
selves to solve this Number One 


Problem. 
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OVER THE EDITOR’S DESK 


ES, you doubtless have seen “John- 

son Heywood” (pages 25-28) be- 
fore. Mr. Heywood is a contributor to 
most of the leading business magazines, 
writing on management, economic, 
and technical subjects. Much of his 
work is in collaboration with business 
and professional men. Among the 
books he has written in collaboration 
are Operating Aspects of Industrial 
Mergers, Taking the Guesswork Out 
of Business, How to Solve Typical 
Business Problems, and Production 
Planning and Cost Accounting. 


Wuen Jules I. Bogen (“Excess Ca- 
pacity in Wall Street?”) was graduated 
from Columbia in 1922 he joined the 
staff of The Journal of Commerce. 
Successively he held the railway, finan- 





JOHNSON HEYWOOD 


cial, and managing editorships and be- 
came chief editor in 1933; there he sits 
now. 

But this does not mean that the aca- 
demic world saw the last of Dr. Bogen 
sixteen years ago. Patiently for four 
years he rode the subway the consider- 
able distance between his downtown 
(New York) office and Morningside 
Heights, and by 1927 had won master’s 
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mond Brennan, Edwin B. George, Walter 
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Art Director; H. C. Daych, Advertising Manager. 
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JULES I. BOGEN 


and doctor’s degrees at Columbia. 
Meantime, in 1924, he had begun to 
teach at New York University, and has 
ever since. 
professor since 1930. 


Presumably time was not hanging | 


heavy on Dr. Bogen’s hands in this 
period, but in 1930 and 1931 he served 
also as technical advisor to the Senate 
Committee on Banking and Currency. 
For Senator Glass’s sub-committee he 
prepared the report on the relations be- 
tween the banking system and the secu- 
rity markets, both before and after 1929, 
which constituted Volume VII of their 
final report. 


Tus month’s article by Willard L. 
Thorp (“Pricing Policies and Custo- 
mer Classification”) is a paper he pre- 
pared for the Seventh International 
Management Congress, which met in 
Washington last month. Pages 9-16, 
which carry the report of the mid- 
1938 inventory survey, are doubly Dr. 
Thorp’s, as Editor of Dun’s Review 
and as Director of Economic Research 
here at Dun & Brapstreer. Under his 
direction the survey was supervised by 
Walter Mitchell, Jr., and Fernley G. 
Fawcett. 


REVIEW 


NEW YORK, N LY. 
Dun’s Review goes to each company using the 
services of DuN & BrapstREET, INc. Service 
subscribers may obtain additional subscriptions to 
the magazine for executives, branches, and so on, 
at special rates. .. . Published monthly. October, 
1938, Vol. 46, No. 2126. . . . The contents of 
this magazine are indexed in the Industrial Arts 
Index. . . . Member C.C.A. . . . Copyright 1938, 
Dun & BrapsTREET, INc. Printed in U. S. A. 
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The Standard Book in this Field: 


WHOLESALING 


B* two outstanding experts—Nathanael H. 
Engle and Theodore N. Beckman. Shows 
specifically what distribution services the 





He has held the rank of | 


wholesaler can perform more effectively and 
at a lower cost than any other agency 
Helps anyone in the wholesale business, any- 
one who sells to wholesalers or buys from 
them to spot the new opportunities for 
profit presented by recent legislation. Offers 
no automatic cure alls, but instead, a 
scientific cause-effect-and-cure analysis of those 
hidden weaknesses that make successful opera- 
tion today an uphill proposition. $4 00 
Send for a copy for 5 days’ trial. s 
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REACHING CHIEF EXECUTIVES 
OF LARGE CORPORATIONS 


Dun’s Review provides direct approach 
to the chief executives of large corpora- 
tions. 

With a circulation of 50,000, more than 
30,000 are officers of their companies; 
20,283 are presidents. 

57.2% of the companies are manufac- 
turers; 26.4% are wholesalers; 9. 3% are 
banks, financial, insurance companies. 

42.3% of these companies are rated 
over $125,000, which is believed to be 
more than 85% of all such companies. 
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Pez TERSON 
Equipment an- 
swers locker room 
and 


standard in finest 
offices, buildings 
and institutions. 
FOR OFFICES 
the patented 3-U 
Wardrobe Rack 
saves valuable 
floor space. Ac- 
commodates 3 per- 
sons per sq. ft.— 
hats, coats, over- 
shoes and umbrel- 
las. Eliminates 
locker room filth, 
theft and stalling. 
Rigid square tu- 
bular steel, beautifully finished in 
walnut, olive green or mahogany. 
Fits anywhere—any length by the 
foot. 4-ft. unit complete with 12 
wooden hangers. 
FOR THE HOM E—increases capac- 
ity of closets, wheels out—permits 
awe and sunning without han- 















of garments. 

FOR CHURCHES, Hotels, Schools, 
Clubs, the Special ‘‘5-50°’ portable 
rack accommodates 50 people in 5 ft. 
Set up anywhere in a few minutes. 
Stores in less than 2 sq. ft. All steel, 
choice 16 colors, complete with 
hangers and checks. 

Shipped to rated firms on 10 Day 
Approval. Write for Catalog showing 
most complete line built. 


VOGEL-PETERSON CO. Ine: 


‘a ~ N. WOLCOTT ave. 
CHICAGO, Usa 
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EWING GALLOWAY 


a: OR ECENTLY an experimenter 
in low-cost housing had completed a group of houses 
after an intense effort to capture every possible 
economy. And then, in the installation of the utilities, 
the front yards were opened six different times. 

One product whose recent technological progress 
has not been sufficiently appreciated is the house. The 
combined effort of many agencies and interests is pro- 
viding more and more house per dollar. But housing 
is more than the house itself. While the financial 
angle has been taken care of by the Government, two 
important sources of economy remain. First is opera- 
tion on a scale permitting the savings of large-scale 


MILLIONS 






production. Even ten houses cost only nine tiff 
as much as one. Second are costs controlled by ld 
conditions. These local restrictions range all the W 
from obsolete building codes to racketeering. 
Government projects now give real promise of f 
viding housing at rent levels impossible for pri 
enterprise to touch, even with the lowered costs 
recent years. There still remains a tremendous ml 
ket for private construction, but widespread 
operation and local support are required to gett 
most housing at the lowest cost. Housing offers 
best chance for underwriting a strong and sustaill 
recovery. 
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